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{3410-30-M] 
Title 7—Agriculture 


CHAPTER li—FOOD AND NUTRITION 
SERVICE, DEPARTMENT OF AGRI- 
CULTURE 


{Amdt. No. 132] 


FOOD STAMP PROGRAM 


Implementing the Food Stamp Act of 
1977 


AGENCY: Food and Nutrition Service, 
USDA. 

ACTION: Final rule. 

SUMMARY: This final rulemaking im- 
plements major aspects of the Food 
Stamp Act of 1977, including the issu- 
ance of allotments at no cost, eligibil- 
ity criteria, certification and issuance 
procedures, and fraud disqualification 
requirements. The changes are intend- 
ed to tighten eligibility criteria, to fa- 
cilitate participation byeligible house- 
holds, to strengthen program adminis- 
tration, and to reduce program fraud 
and abuse. 


EFFECTIVE DATE: October 17, 1978. 


FOR FURTHER INFORMATION 
CONTACT: 


Nancy Snyder, Deputy Administra- 
tor, Family Nutrition Programs, 
Food and Nutrition Service, Wash- 
ington, D.C. 20250, 202-447-8982. 


SUPPLEMENTARY INFORMATION: 
INTRODUCTION 


On May 2, 1978, the Department 
pubiished a comprehensive and de- 
tailed proposal cencerning major as- 
pects of the Food Stamp Act of 1977. 
The Department explicitiy invited 
careful public scrutiny of that lengthy 
proposal and encouraged “detailed 
written crilicism and comment.” 

In adcition to publication 
FEDERAL REGISTER (43 FR 18874- 
18958), the Department provided 
10,000 reprints of the proposal to 
public interest law and food advocacy 
groups, State public assistance depart- 
ments, other Federal agencies, local 
welfare groups, organizations with 
technical expertise or specialized 
knowledge, and other interested orga- 
nizations or individuals. 

Approximately 19,400 pages of com- 
ments were received from 7,828 organi- 
zations or persons, raising 38,783 spe- 
cific points. Some comments were 
signed by more than one person or 
group; ' 2,568 different letters were re- 


in the 


*At least 3,800 commenters sent form let- 
ters or signed petitions. The Department 
based the final rules on its analysis of the 
content of the letters not on the numbers of 
commenters favoring a position, although 
strong concensus endorsing a suggestion was 
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ceived. Many letters contained. de- 
tailed recommendations and criticisms 
concerning many aspects of the pro- 
posed rules. A number of letters ex- 
ceeded 50 pages in length. 

This preamble articulates the basis 
and purpose’ behind _ significant 
changes from the May 2 proposal. The 
reasons supporting those provisions of 
the May 2 proposal which are un- 
changed by these final rules were care- 
fully examined in light cf the com- 
ments to determine the continued ap- 
plicability of each justification. Unless 
otherwise stated, or unless inconsist- 
ent with the final rules or preamble, 
the rationale contained in the propos- 
al should be regarded as a basis for the 
pertinent final rujes. Thus, a thorough 
understanding of the grounds for the 


final rules may require reference to . 


the May 2, 1978, publication (43 FR 
18874).? In light of the massive nature 
of this rulemaking, the Department 
considered it cost inefficient to reprint 
justifications, expressed in the propos- 
al, which the Department considers 
compelling even in light of the com- 
ments. 

Moreover, while the Department ex- 
amined all relevant letters, many com- 
ments did not disclose a factual or 
policy justification, or a significant ra- 
tionale, for certain recommendations. 
Other comments requested changes 
contrary to the Act, or articulated a 
rationale inconsistent with statutory 
provisions. Stili other recommenda- 
ticns, anticipated in the proposal, were 
unresponsive to departmental! justifi- 
cations stated in the May 2 preamble. 
Even though some of the types of 
comments discussed in this paragraph 
are addressed in the preamble, it was 
determined, in light of the large 
number of significant and responsive 
comments, that not all the points 
raised could be addressed in this pre- 
amble. Moreover, there were two 
issues, raised by comments, which 
need further departmental study. 
These issues concern the food stamp 
eligibility of North American Indians 
whose reservations cross the Canadian 
border and the food stamp eligibility 
of persons protected under certain in- 
ternational treaties. After further 
study, the Department expects to 
issue final rules on those issues. 


DEFINITIONS 


Approximately 80 individuals and 
groups commented on this section. A 
majority of the commenters suggested 
that additional terms be defined or 
that some definitions be revised. State 


noted. Recommendations supported by ade- 
quate reasons were carefully considered: 
*Conies of that rulemaking should be 


available in many public libraries and 
almost all law libraries. The Department 
has some remaining copies which are availa- 
ble upon request. 


and local agencies requested clarifica- 
tion of such definitions as ‘“‘period of 
application,” ‘‘spouse,’”’ and ‘“‘boarder.”’ 
Some commenters also requested that 
definitions be added for ‘‘child,” ‘‘tax 
dependent,” and “adult.” Some com- 
ments suggested a nationwide defini- 
tion of ‘adult’ for use particularly in 
relation to the responsibilities of au- 
thorized representatives since the defi- 
nition of ‘‘adult’”’ may vary from State 
to State. 

The Department has decided to 
Gefine technical terms of unique appli- 
cability to the food stamp program in 
the definition section of the regula- 
tions. In addition, many terms which 
apply only to a specific program func- 
tion are defined in the body of these 
regulations. 

The definitions of ‘‘communal dining 
facility,” “coupon,” “drug addiction or 
alcoholic treatment and rehabilitation 
program” “eligible food,’’ ‘‘meal deliv- 
ery service,” “nonprofit cooperative 
food purchasing venture,” ‘retail food 
store,” “staple food,” and “wholesale 
food concern” are published at 43 FR 
43272 (September 22, 1978). Those 
terms accompany the final rules on re- 
tailer and wholesaler participation in 
the program (parts 278 and 279). 

For greater clarity, some definitions 
have been revised or added in accord- 
ance with the comments. These are 
“application for participation,” ‘‘gen- 
eral assistance,” ‘spouse,’ ‘Food 
Stamp Act,” “project area,’ and 
“thrifty food plan.’’* ; 

The definitions of “State” and 
“State agency” are retained from cur- 
rent rules pending implementation of 
additional sections of the Food Stamp 
Act of 1977. 

Delegations. The proposed rules pro- 
vided for the Federal administration 
of the program by F'NS and the assign- 
ment of certain administrative respon- 
sibilities to State agencies. Pursuant to 
section 13 of the Act, State agencies 
were authorized to settle and adjust 
claims against households. 

Fifteen comments on delegations 
were received, mostly from State and 
local agencies. Some commenters feit 
that the claims delegation to State 
agencies should expedite the clearance 
of claims. Other commenters pre- 
ferred retaining the current system 


3Some of these changes, in definitions, 
were largely based on the Food Research 


‘ and Action Center (FRAC) comment. The 


Texas Department of Human Resources 
noted thai the reference to common law 
spouse ‘could greatly complicate the certifi- 
cation process * * *, Too much time could 
be expended attempting to ascertain if 
common law status exists * * *.” The De- 
partment agrees with that analysis and also 
fears that common law determinations 
could depend on specialized legal knowledge 
of State judicial precedents. The final rule 
is relatively easy to apply and will obviate 
the need for a common law analysis in 
almost all circumstances. 


FEDERAL REGISTER, VOL. 43, NO. 201—TUESDAY, OCTOBER 17, 1978 





which makes FNS, instead of State 
agencies, responsible for reviewing 
most claims against recipients. — 

The final rules emphasize that the 
Secretary reserves the ultimate admin- 
istrative responsibility for the pro- 
gram. As contemplated by the Act, the 
proposed rules place responsibility for 
jJocal program functions with the State 
agency. Delegating the responsibility 
for handling claims to the State level 
will eliminate duplication of efforts 
and the resulting needless paperwork. 
For example, for each claim on which 
a household is making payments, the 
State agency, the Regional Office, and 
the FNS comptroller currently keep 
records. Delegation of this responsibil- 
ity to the States will eliminate this du- 
Plicate paperwork. Moreover, house- 
hold data and financial records are 
maintained and updated by State 
agencies, sometimes at central data 
processing facilities. The Department 
also believes that claim collection ef- 
forts can be more efficiently conduct- 
ed and assessed at the local level. 

Coupons as obligations of the United 
States, crimes and offenses. Less than 
10 individuals and groups commented 
on coupon issuer penalties and the 
monitoring of coupon issuer activities. 
These comments, by and large criti- 
cized the criminal penaities provided 
by the Act. The final reguiations re- 
state those statutory penalties. 

Complaint procedures. The com- 
plaint procedure section of the pro- 
posed rules contains a list of FNS Re- 
gional Offices and advises that com- 
plaints and requests for information 
may be filed at the appropriate Re- 
gional Office, FNS. It should be noted 
that this complaint procedure is for 
complaints regarding matters other 
than discrimination. Discrimination 
complaints are addressed in section 
272.7. 

Approximately 30 individuals and 
groups commented on this section and 
all comments recommended certain 
modifications. About half of the com- 
ments suggested handling all com- 
plaints at the FNS regional and na- 
tional level, using hotlines for report- 
ing complaints, and establishing ‘a 
time limit for FNS handling of com- 
plaints. Several commenters felt that 
States should be required to inform 
clients of the existence of the com- 
plaint procedure through notices, ad- 
vertisements, or news releases. On the 
other hand, several pregram agencies 
wanted all complaints, including dis- 
crimination complaints, handled at 
the State level. It was argued that 
State processing of complaints would 
identify frequently occurring prob- 
lems, and could facilitate corrective 
action. Two commenters suggested 
that a time limit be set for filing com- 
plaints. 
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It is the Department’s position that 
State agencies have the primary obli- 
gation to handle complaints and to 
review their own complaint procedures 
to assure that the procedures are ef- 
fective. The requirements for State 
agency handling of complaints will be 
forthcoming. States have a local orga- 
nization and staff, ready access to 
household data and are closer than 
FNS to witnesses and sources of infor- 
mation about the complaint. More- 
over, complaint evaluation is part of 
the State agency’s overal! responsibili- 
ty to maintain the effectiveness of the 
program. Tce insure the prompt and ef- 
fective resolution of problems, the De- 
partment believes that FNS Regional 
Offices should develop procedures; 
through the performance reporting 
system, to review the State agency’s 
complaint resolution efforts. To pro- 
vide an alternative remedy, any com- 
plaint will be handled by FNS, upon 
household request. unless the com- 
plainant wishes a fair hearing. 


REQUIREMENTS FOR PARTICIPATING 
STATE AGENCIES 


GENERAL TERMS AND CONDITIONS 


No aid reduction. Wording from sec- 
tion 8(b) of the Act has been inserted 
in this paragraph.* This language con- 
tinues the current prohibition on aid 
reduction. In subsequent rulemaking, 
the Department will consider whether 
this section requires more detailed and 
specific rules to effectively enforce the 
statutory prohibition, especially in ref- 
erence to general assistance (GA) 
grants. 

Disclosure. The proposed regula- 
tions, which restated the current regu- 
latory language, specified that use or 
disclosure of information obtained 
from applicant households shall be re- 
stricted to persons directly connected 
with the administration or enforce- 
ment of the provisions of the Act or 
regulations. Approximately 150 com- 
menters recommended expansion or 
clarification of this paragraph. Conse- 
quently, to achieve greater administra- 
tive efficiency, the Department added 
clarifying language to stress that food 
stamp case file information is availa- 
ble to persons administering other fed- 
erally aided, means tested assistance 
programs, such as AFDC, medicaid, 
SSI and to those administering gener- 
al assistance programs, if such pro- 
grams are subject to the joint process- 
ing requirements. Language was also 
added to provide that during normal 
business hours case file information 
must be available to households or 
their representatives. However, to 
avoid interfering with enforcement ef- 


4*Sec. 8(b) provides that ‘‘no participating 
State or political subdivision thereof shall 
decrease any assistance otherwise provided 
an individual or individuals because of re- 
ceipt of an allotment under this Act”. 
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forts, the State agency may withhold 
confidential information such as the 
names of individuals who have dis- 
closed information about the house- 
hold or the status of pending criminal 
prosecutions. 

Information available to the pubdiic. 
The current regulatory language has 
been inserted in this section. The De- 
partment added State manuals to the 
list of information that must be main- 
tained for public inspection by State 
agencies and in FNS, Regional, and 
National Offices. This requirement 


conforms with current policy. 


MPLEMENTATION 


The Department proposed that the 
new program he implemented in two 
distinct phases. Upon publication of 
the final rules, States were to prepare, 
print, and distribute necessary instruc- 
tions and forms, train staff, reprogram 
data processing equipment, and 
inform the public of the program 
changes. States were to be given 3 to 4 
months to complete that phase. 

The second phase involved convert- 
ing the current caseload to the new 
program, as well «s certifying all appli- 
cants under the new procedures. As 
households came due for recertifica- 
tion, they were to be converted accord- 
ing to the new regulations. All house- 
holds which would not normally have 
been recertified during phase 2 would 
have been converted through State 
agency reviews of each case file (desk 
reviews). At the beginning of the 
second phase, the purchase require- 
ment was to be eliminated for all 
households. Households previously 
certified under the income definition 
of the Food Stamp Act of 1964 would 
receive the bonus allotments, as deter- 
mined by current regulations, at no 
cost until recertified under the new 
program rules. 

Advocacy groups and participants 
urged that EPR be made effective im- 
mediately; State and local agencies 
strongly opposed the proposed imple- 
mentation schedule and urged that 
they be given more flexibility or more 
time to prepare for and complete im- 
plementation of the new eligibility 
and benefit rules. The general scheme 
of the Act, made clear by the legisla- 
tive history, is that the expansion of 
the program due to EPR would be 
offset by: the termination or reduction 
in benefits of higher income house- 
holds through lower eligibility stand- 
ards (OMB poverty line cutoff) and 
the more restrictive income calcula- 
tions (a standard deduction and a 
capped dependent care and/or excess 
shelter cost deduction replacing un- 
capped itemized deductions). Thus, no 
implementation schedule which did 
not closely link EPR with the new 
income and eligibility factors could be 
approved. 
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In light of the reasons supporting 
State and local agency recommenda- 
tions, the Department is concerned 
about the States’ abilities to convert to 
the new program under the proposed 
schedule, while maintaining adequate 
service to recipients. The Department 
is convinced that the proposed sched- 
ule would have represented an unreal- 
istic timetable, which could have re- 
sulted in chaotic implementation of 
the new rules with a high incidence of 
errors.° 

As a solution, certain State and local 
agencies urged that States be given 
the option to eliminate the purchase 
requirement as the first step in the 
conversion phase. They asserted this 
would achieve a smoother transition, 
allow for maintenance of adequate ser- 
vices during the conversion, and mini- 
mize error rates. It was asserted that 
advance EPR would provide State 
agencies an opportunity to rectify any 
problems arising from implementation 
of a major aspect of the Act of 1977° 
before facing any difficulties arising 
during implementation of the new 
income and eligibility factors.’ Howev- 
er, the Department believes that the 
Act and the legislative history demon- 
strate that EPR and the benefit calcu- 
lations are closely interrelated.* Thus, 
the final schedule recognizes the close 
interrelationship between EPR and 


“For example, the Department of Social 
Services for Los Angeies County doubted 
their “ability to implement a totally new 
food stamp program within the proposed 
time schedule.” That county recommended 
EPR 60 days in advance of the caseload con- 
version. Their letter notes: We fear an inad- 
equate time allowance for a project of this 
magnitude could create a chaotic situation, 
which would be detrimental to clients and 
the agency alike * * *. The size and com- 
plexity of our department will require care- 
ful planning and coordination to avoid seri- 
ous errors and logistical problems * * *. Im- 
plementation of the new regulations must 
be spread out to enable staff to maintain 
adequate service to our clientele during the 
training and conversion phases. 

*New Mexico suggested that beginning 
the conversion process with EPR, would 
provide additional time to “* * * enable 
State administrators to analyze * * * man- 
power requirements * * *.". The Legal Ser- 
vices Corporation of Alabama noted: Indeed. 
early implementation of EPR may simplify 
jater implementation of the rest of the food 
stamp program by having most of the con- 
fusion inherent in this change (mainly, re- 
cipients wrongfully believing they will re- 
ceive their entire allotment at no cost) 
straightened out first. 

‘Among States requesting EPR as the 
first step in the implementation of the new 
benefit calculations were: Vermont, Texas. 
New Mexico, New York, Colorado, Missouri, 
Nebraska, Rhode Island, Louisiana. Utah. 
and Oklahoma. 

‘Section 8(a) of the Act ties coupon allot- 
ment levels to the household income calcu- 
lations found in section 5 of the Act. More- 
over, the House Report discusses the close 
interrelationship of EPR to the new income 
and eligibility factors. 
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the new benefit calculations by estab- 
lishing precise deadlines and _ short 
time frames for the transition.’ 

Moreover, section 1303(a) of the Act 
allows the Secretary to implement the 
Act in a manner “consistent with the 
effective and efficient operation of the 
program.” Based on the comments, 
the final conversion schedule should 
maintain the efficiency and effective- 
ness of the program while implement- 
ing new rules as expeditiously as possi- 
ble. ° 

The Depariment has also revised the 
implementation schedule for other 
changes. Based on State agency com- 
ments which reasonably demonstrated 
an inability to meet proposed dead- 
lines, the Department has extended 
some aspects of the implementation 
schedule and made it more explicit." 

While the choice of any particular 
date to establish any given deadline 
may be challenged as not being appro- 


*While the Administrative Procedure Act 
(5 U.S.C. 553) requires that departments 
take into consideration compelling argu- 
ments raised by commenters, that Act 
would not allow the promulgation of final 
rules contrary to the Food Stamp Act. 

Shortly after the proposed schedule was 
published, a court decision concerning that 
schedule was issued by Federal District 
Judge Cale Holder, Southern District of In- 
diana. In Indiana Welfare Rights Organiza- 
tion (IWRO) v. Bergland (U.S.D.C. S.D. 
Ind., June 30, 1978) it was argued by IWRO 
that EPR was not closely interrelated or 
tied to the new household income caicula- 
tions and that EPR should be effective Jan. 
1, 1977. The Department argued, based on 
the wording of the Act and the legislative 
history, that those two aspects of the pro- 
gram were inextricably linked. 

The court denied plaintiffs’ motion for im- 
mediate EPR based on 1303(a) of the Act 
which, as the court stated, ‘does not require 
any section of the Act to be implemented 
sooner than any other section of that Act.” 
(Emphasis added.) The court also found 
that, ‘“{t]he failure of the defendant Robert 
Bergland to eliminate the purchase require- 
ment prior to implementation of the rest of 
the Act does not violate the rights of the 
plaintiffs * * *.” 

The Department believes that both the 
proposed and the revised implementation 
schedule are consistent with that opinion. 
While the decision provided that the Secre- 
tary is not “‘required’”’ to implement EPR 
ahead of other provisions, it does not seem 
to limit the Secretary’s discretion to imple- 
ment EPR as the first step in a conversion 
process that recognizes the interrelation- 
ship of EPR and the new income calcula- 
tions. 

The fact that one implementation ap- 
proach is found not inconsistent with the 
Act does not seem to preclude careful analy- 
sis and response to comments, as required 
by the Administrative Procedure Act, and 
the development of a different schedule 
which is also yconsistent with the Food 
Stamp Act. 

"As noted earlier, sec. 1303(a) of the Act 
allows the Secretary to implement the Act, 
as expeditiously as pagsibie, consistent with 
the effective and efficient operation of the 
program. 


priate for particular States or persons, 
the Department believes that the 
overall schedule, detailed in the regu- 
lations, is reasonable. Moreover, the is- 
suance of specific timeframes or dates 
insures a more uniform national] im- 
plementation and sets deadlines for 
State agencies to meet. 

To provide FNS with flexibility to 
cope with problems not currently an- 
ticipated or serious difficulties in the 
actual implementation FNS may grant 
extensions for some of the deadlines, 
but only where the State agency pre- 
sents compelling justification in writ- 
ing and establishes an alternative 
schedule. Under no circumstances will 
extensions of more than 120 days be 
allowed. 

One aspect of the special implemen- 
tation schedule should be explained in 
more detail. To integrate the current 
procedures for claims and credits into 
the new program and to eventually 
eliminate the need to cope with stale 
claims and credits which arose under 
the Act of 1964, the Department shall 
consider that any causes of action, stil! 
existing on November 1, 1978, shall be 
considered to have arisen on Novem- 
ber 1, 1978. 

Households shall have until Novem- 
ber 1, 1979, to file for benefits lost 
under the Act of 1964 through under- 
issuances. State agencies shall have 
until November 1, 1979, to file claims 
against households for overissuances 
under the Act of 1964; so long as the 
cause of action existed on November 1, 
1978. 

To avoid maintaining active files on 
lost benefits and to convert to the new 
procedures, all households entitled to 
lost benefits at the time of conversion 
to the new program are entitled to res- 
toration in one lump sum, even if ineli- 
gible, as specified in these rules. State 
agencies are encouraged to implement 
these procedures concurrently with ~ 
the elimination of the purchase re- 
quirement. In addition, State agencies 
that can readily identify households 
that have been unable to receive their 
entitlement to lost benefits because 
they are ineligible must notify these 
households and restore the lost bene- 
fits within 4 months of impicmenta- 
tion of the lost benefits procedures. In 
State agencies where these households 
cannot be readily identified, a one- 
time-only press release must be issued 
which notifies ineligible households 
that their lost benefits can now be re- 
stored. 

The implementation schedule for 
the transition to’ the new allotment 
and income calculations is: 

(1) All States '* must have eliminated 
the purchase requirement effective for 


“The term “States” as used in this sched- ° 
ule, includes the “counterpart local agen- 
cies,”” in States “‘where such assistance pro- 

Footnotes continued on next page 
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all households no later than the Janu- 
ary 1, 1979, issuance. 

(2) States must begin implementing 
the new eligibility and benefit deter- 
mination rules no later than March 1, 
1979. 

(3) States may implement EPR earli- 
er than January 1, 1979, provided they 
begin to convert to the new eligibility 
and benefit determination rules not 
later than 3 months from the date 
they implement EPR. 

(4) State: agencies may implement 
the restoration of lost benefits prior to 
implementation of the other certifica- 
tion rules. The restoration rules shall 
apply to all households, even those 
households certified under the Act of 
1964. Households entitled to credits 
for lost benefits which have not re- 
ceived the benefits because of ineligi- 
bility, shall be entitied to a restoration 
of these lost benefits, as soon as the 
new restoration rules are implement- 


ed. 

(5) Effective on the first day that 
the new eligibility and benefit deter- 
mination rules are applied, those rules 
must apply to all new applicants and 
to each household which is recertified. 
Households certified prior to the first 
day of the 120-day maximum conver- 
sion period, but after the EPR date, 
shall receive the bonus amount pro- 
vided under the Food Stamp Act of 
1964, instead of the regular allotment, 
until recertified or until desk re- 
viewed. 

(6) States have 120 days from the 
day they begin implementing the new 
eligibility and benefit rules to com- 
plete the conversion of the existing ca- 
seload, through recertification or desk 
reviews, to the new income and benefit 
determination rules. No extensions of 
this rule will be granted. 


PROGRAM ADMINISTRATION AND 
PERSONNEL REQUIREMENTS 


Merit personnel. The proposed and 
final regulations specify that certifica- 
tion personnel must be employed in 
accordance with the current standards 
for a merit system of personnel admin- 
istration or any standards later pre- 
scribed by the U.S. Civil Service Com- 
mission. This language is based on re- 
quirements of the Act. Several com- 
menters questioned whether food 
stamp eligibility workers must be 
hired under exactly the same merit re- 
quirements as are applied to AFDC eli- 
gibility workers. In the future, the De- 
partment will issue proposed rulemak- 
ing addressing this subject. At this 
time, the Department intends to pro- 
pose that equivalent personnel stand- 
ards be applied to AFDC and food 
stamp eligibility workers. 


Footnotes continued from last page 

grams are operated on a decentralized 
basis,”’ as referred to in sec. 3(n) of the Food 
Stamp Act of 1977 (7 CFR 270.1(n), current 
regulations). 
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Several commenters recommended 
that the use of volunteers be stressed 
or mandated. The Department agrees 
that in many instances volunteers can 
be useful to program administration. 
A statement was added to encourage 
State agencies to use volunteers in ac- 
tivities such as outreach, prescreening, 
assisting applicants in completing ap- 
plications, and securing needed verifi- 
cation. 

Staffing standards. The proposed 
and final regulations require State 
agencies to employ sufficient staff to 
certify and issue benefits to eligible 
households and to process fair hearing 
requests within the reguired timeli- 
ness standards. Approximately 780 
commenters discussed staffing stand- 
ards and most were concerned that 
specific caseload standards were not 
set by regulation. Prior to issuing defi- 
nite standards, the Department will 
contract for a study and evaluation of 
State agency certification procedures 
and develop a general method for es- 
tablishing staffing standards. The De- 
partment plans to issue this contract 
in December of this year so that the 
study will be conducted after the new 
eligibility criteria and processing 
standards are in effect. Comprehen- 
sive standards aimed at improving the 
quality and efficiency of services will 
be published as proposed rulemaking 
and comments will be soiicited and 
analyzed prior to adoption of final 
rules. 

Bilingual requirements. The pro- 
posed regulations required bilingual 
services based on the total number of 
households needing that service com- 
pared to the number of low-income 
households in a given project area. 
There were separate standards for 
large and small project areas. Large 
project areas (over 3,006 low-income 
households) had to provide bilingual 
materials and staff if they had at least 
150 households of the same single lan- 
guage low-income group. Small proj- 
ect areas (3,000 or less low-income 
households) had to provide bilingual 
materials and staff if they had at least 
50 such households. 

Although many commenters sug- 
gested adoption of a uniform percent- 
age test, the Department rejected that 
concept because it could require bilin- 
gual service in sparsely populated 
areas where only two or three house- 
holds are of a single language minority 
group. Conversely, in densely populat- 
ed low-income areas, hundreds of 
single-language minority households 
could be an insufficient number to 
meet the percentage test required for 
bilingual services. 

Other commenters took issue with 
the actual numbers (150 if more than 


This phrase refers tc households which 
speak the same non-English language and 
which do not contain adults fluent in Eng- 
lish as a second language. 
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3,000; 50 if 3,000 or less) the Depart- 
ment had chosen. Consequently, to 
provide adequate bilingual services" to 
non-English speaking households and 
to also establish a more uniform 
standard that is equitable to ail, re- 
gardiess of project area population, 
the Department developed the follow- 
ing criteria. State agencies must pro- 
vide appropriate language certification 
materials and bilingual staff or inter- 
preters in each individual certification 
office that serves an area containing 
over 100 single-language minority low- 
income households and in each project 
area with less than 100 low-income 
households if a majority of these 
households are of a single-language 
minority.’ Certification materials are 
defined in the final regulations as in- 
cluding the application form, change 
report form and notices to households. 
If State agencies are required to print 
notices in more than one language 
other than English, the notice may be 
printed in English with a summary of 
the content in all other required lan- 
guages and with a telephone number 
to call for more information about the 
notice. In addition, State agencies 
must provide appropriate language 
outreach materials in each project 
area containing less than 2,000 low- 
income households if over 100 of those 
households are single-language minor- 
ity low-income households. For project 
areas containing over 2,000 low-income 
households, bilingual outreach is man- 
dated if over 5 percent of the low- 
income households are in the same 
single-language minority. In addition, 
any project area which is required to 
provide bilingual staff and certifica- 
tion materials must provide bilingual 
outreach materials. As previously pro- 
posed, project areas with seasonal in- 
fluxes of non-English speaking house- 
holds are required to provide bilingual 
services during those months when 
enough single-language minority 
households move into an area to trig- 
ger either the bilingual materials and 
staff or the bilingual outreach require- 
ment. 

The proposed regulations required 
State agencies to develop estimates of 
the number of households needing bi- 
lingual services in each project area. 
Suggested sources for the information 
were listed in the regulations. In re- 
sponse to comments, migrant service 


Of course, households are permitted to 
bring their own interpreter with them to in- 
terviews. 

The Department believes that in sparse- 
ly populated areas, in which a non-English 
language may predominate, that there 
should be bilingual service regarding that 
language. For example, in areas of Puerto 
Rico where Spanish is the predominate lan- 
guage (and English is not spoken as a 
second language) it seems appropriate to re- 
spond to the needs of those households for 
bilingual service. 
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organizations were added to the list of 
source agencies. 

Although many commenters, par- 
ticularly State agencies, stated that 
the suggested information sources 
were inadequate to make accurate esti- 
mates, the Department has retained 
the requirement in the final regula- 
tions. The Department assumes that 
many State agencies know in general 
terms if they have large numbers of 
non-English speaking residents and 
that most can make estimates of the 
number of such households by using 
the suggested information sources. 
However, for the benefit of those proj- 
ect areas that cannot determine from 
those sources whether they are re- 

uired to provide bilingual materiais 
or staff, the regulations have been ex- 
panded to include the following 
method for arriving at a determina- 
tion. For a 6-month period, as de- 
scribed in the implementation section 
of the regulations, certification offices 
in each such project area should 
record the total number of single-lan- 
guage minority households that visit 
the office to make inquiry about the 
program, file a new. application for 
benefits, or be recertified. If over 100 
single-language minority households 
are served in the 6-month period, that 
certification office will be required to 
provide bilinguat staff or interpret- 
ers.'® Any project area containing a 
certification office required to provide 
such bilingual service (contains over 
100 single-language minority house- 
holds) must provide bilingual outreach 
materials.” 

State agencies meeting the require- 
ments for bilingual materials must de- 
velop and distribute those materials in 
accord with standards set by regula- 
tion for use by program participants 
and the potentially eligible. FNS will 
develop program materials in a 
number of languages and will provide 
States with either the actual materials 
or with the format and language for 
reproduction by the State. FNS Re- 
gional Offices will contact State agen- 
cies in the near future about this dis- 
tribution process. 

Training. The proposed regulations 
required States to designate a training 
coordinator to develop training mate- 
rials, supervise training sessions, 
insure that appropriate personnel re- 
ceive training, and monitor compliance 
with the requirement for public par- 
ticipation in training sessions. About 


‘°Of course, the need for bilingual service 
changes with changing concentrations of 
persons needing the service. 

"The presence of a certification office in 
a project area which is required to provide 
bilingual service would be, in most cases, in- 
dicative of the possible need for bilingual 
outreach in the entire project area. The rel- 
atively low additional costs for bilingual 
outreach, as compared to regular outreach, 
justifies these efforts. 
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1,100 commenters recommended that 
the training coordinator be a full-time 
position. In light of the critical impor- 
tance of training to the effective oper- 
ation of the program, the regulations 
were revised to require a full-time 
State level training coordinator. In ad- 
dition, States that can demonstrate to 
FNS that they can fulfill the training 
requirements with a pari-time coordin- 
ator may obtain a waiver from the re- 
quirement for a full-time position. 

The proposed and final regulations 
require that training programs cover 
eligibility criteria, certification proce- 
dures, household rights and responsi- 
bilities, and other job related responsi- 
bilities concerning the certification of 
households. Interviewing skills and 
civil rights training have been added 
as subjects for which training should 
be provided. 

The proposed regulations also re- 
quired the training of outreach work- 
ers and others who prescreen or pro- 
vide other services to applicants. A re- 
quirement that hearing officials be 
trained at least once during the first 
year of tenure was also proposed. 
Many commenters recommended fur- 
ther expansion of the training require- 
ment. In response to such recommen- 
dations and in recognition cf the sig- 
nificance of training, the final regula- 
tions require training for receptionists 
who prescreen applicants and for 
hearing officials ‘* and perfornrance re- 
porting system reviewers both before 
the assumption of their duties and pe- 
riodicaliy as needed. 

Advocacy groups and members of 
the pubiic commented that the rules 
for public attendance at formal certifi- 
cation training sessions were too re- 
strictive, and the number of public 
slots should be expanded. A number of 
State agencies registered an opposing 
viewpoint, and asked that require- 
ments for public attendance be de- 
leted. 

The Department has retained the 
public attendance requirement, but 
modified it substantially. Several State 
agencies commented thai certification 
training is detailed and technical, that 
it might not be useful to members of 
the public with only a general interest 
in the food stamp program, and that 
the trainees might have to move more 
slowly and cover less material if these 
public members were to benefit from 
the training. The Department agrees 
with these comments. Accerdingly, the 
final regulations focus public attend- 
ance on persons “who represent recipi- 
ents or organizations working on 
behalf of recipients, who are knowl- 
edgeable about program eligibility 
rules and certification requirements, 


'SFRAC strongly recommended compre- 
hensive ongoing training for hearing offi- 
cials to insure that their decisions reflect 
current FNS regulatory requirements. 


and who are actively engaged in work 
or volunteer activity related to food 
stamp certification rules.’’ These per- 
sons are the members of: the public 
who could benefit most from certifica- 
tion training. Other members of the 
public can be trained in State training 
sessions for individuals and organiza- 
tions involved in outreach or pre- 
screening, which both the proposed 
and the final rules require. 

Because of this focus on a particular 
group of public representatives, the 
Department has. determined that 
number of required public slots at 
these sessions can be reduced. Accord- 
ingly, the finai rules provide that only 
5 percent of the attendance at these 
training sessions, up to a maximum of 
five persons, need be set aside for the 
public. This is half the number re- 
quired in the May 2 proposal. In addi- 
tion, to avoid burdening State agencies 
with having to provide for public at- 
tendance in small training sessions, 
the final rules exempt training ses- 
sions of fewer than 20 persons. This 
exemption is consistent with the ex- 
emption contained in the proposed 
regulations, and retained in the final 
regulations, for training sessions that 
are not statewide, citywide, or region- 
al. The comments from the State of 
Oregon suggested this general ap- 
proach. Oregon commented that 
rather than opening these sessions to 
the general public, the Department 
should instead authorize States to 
limit public attendance to knowledga- 
ble client representatives. “Limiting 
public attendance to client advocate 
groups would better serve the general 
public.”” Oregon wrote. In- addition, 
“(lit would inform these groups on 
program [sic] while introducing them 
to the staff that carries out the pro- 
gram. Additionally, -problem areas 
could possibly be resolved without 
long legal battles. Finally, it would 
enable them to see program adminis- 
tration from a different prospective.” 

Some States were also concerned 
that if they put out general annouce- 
ments to the public, far more members 
of the public would show up than the 
10 percent that the proposal envi- 
sioned. The Department agrees with 
this concern. Accordingly, the final 
rule specifies that Siates shall directly 
invite individual members of the 
public who can attend the session; the 
States need not issue general an- 
nouncements. 

The Department expects States to 
invite individuals who are knowledge- 
able about the rules, and directly en- 
gaged in food stamp work on behalf of 
low-income households. The final 
rules prohibit the exclusion of quali- 
fied individuals due to disagreements 
between these persons and the State 
concerning the State’s food stamp pro- 
gram. 
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The Department also received com- 
ments from a few States expressing 
concern that public representatives 
would disrupt training sessions. Al- 
though the Department does not be- 
lieve this would occur in many in- 
stances, the final rules do allow States 
the option of limiting the role of 
public attendees to observers. The De- 
partment hopes thet few States will 
find it necessary to exercise this 
option. 

The Department considered the 
comments from advocacy groups that 
more, not fewer, public representatives 
should he trained at these sessions. 
However, the Department believes 
that these persons can receive training 
through the required training sessions 
for persons engaged in outreach or 
prescreening work. 

Because the Department believes 
that training is criticial to the proper 
implementation of these regulations, a 
new paragraph has been added to the 
final regulations to expiain the re- 
quirement for training prior to imple- 
mentation. Eligibility workers and 
their superviscrs must be trained on 
all new eligibility criteria and certifica- 
tion procedures, including the new 
processing standards, before house- 
holds are certified under the new regu- 
lations. The requirement for public at- 
tendance at training sessions is to be 
implemented with these preimplemen- 
tation training sessions. Hearing offi- 
cials and quality control reviewers 
must also be trained before they 
assume their duties under the regula- 
tions. 


OUTREACH 


Ongoing outreach. The proposed 
regulations did not contain any new 
ongoing outreach requirements. As 
that preamble pointed out, the on- 
going outreach requirements will be 
published in subsequent rulemaking. 
Current outreach requirements will 
remain in effect until otherwise speci- 
fied. There is one change from current 
requirements. Rather than have State 
agencies submit outreach plans cover- 
ing January to June 1979, the final 
regulations require State agencies to 

it outreach plans by December 1, 
1978, covering January 1979 through 
September 1979. It is envisioned that 
the new cutreach requirements will be 
implemented under approved plans by 
October 1, 1979. By extending the 
period of time covered by the next 
State outreach plan the Department 
hopes to insure continuity in the 
States’ outreach programs and avoid 
duplication between ongoing and spe- 
cial transition requirements without 
requiring interim outreach plans. 

Transitional outreach. The proposed 
regulations set specific requirements 
for printed information, hotlines. 
other publicity efforts such as press 
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releases and radio spots, and for con- 
tacting organizations that can assist in 
outreach efforts. Those requirements 
remain unchanged in the final regula- 
tions except for the following revi- 
sions. 

The proposed regulations required 
States to comply with the transitional 
outreach requirements 1 month prior 
to implementation of any program 
changes. Many commenters expressed 
concern that 1 month advance public- 
ity was too early. The felt it would 
confuse households and cause de- 
mands for EPR before the State was 
prepared. Consequently, the 1-month 
requirement has been replaced by a 1- 
week requirement. 

The proposed regulations required 
States administering a supplemental 
payment progrem for SSI recipients to 
mail notices of the food stamp 
changes to all SSI households. This re- 
quirements is deleted. The Social Se- 
curity Administration has agreed to 
mail a notice on a nationwide basis 
{except in the States of Massachu- 
setts, Wisconsin, and California). The 
Department is currently working with 
the Social Security Administration to 
design and print the notice for distri- 
bution with February SSI checks. 

The proposed and final regulations 
require States to supply offices which 
serve the low-income households with 
brochures or pamphlets that describe 
the new eligibility criteria. application 
processes and household rights and re- 
sponsibilities. In the proposed regula- 
tions, general assistance officies were 
inadvertently omitted from the list of 
offices subject to these requirements. 
General assistance offices are some- 
times located apart from public assist- 
ance and food stamp offices and would 
represent a useful addition to the list 
of offices that should be supplied with 
outreach information. Commenters re- 
commeded that outside agencies be en- 
couraged to distribute the printed ma- 
terials. Accordingly, the requirements 
have been expanded to require States 
to contact local social security offices 
and State employment offices to enlist 
their cooperation in distributing the 
printed materials. FNS will develop 
suggested content and format for al! 
reauired printed materials and in some 
instances will distribute the actual ma- 
terials to State agencies. FNS regions] 
offices will contact States in the near 
future to provide more information 
about this process. : 

The proposed regulations set forth 
definite requirements for the number 
of hotlines in proporation to number 
of participants in the State agency’s 
caseload. Commenters expressed op- 
posing views on the adequacy of the 
number of hotlines required in the 
proposal. The requirement was re- 
tained in the final regulations. As 
noted in the proposal, hotlines, ‘‘were 
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chosen as the most expenditious way 
of disseminating infromation without 
greatly burdening local project areas.”’ 

However, State agencies which can 
demonstrate that the number of lines 
is excessive, may contact FNS after 3 
months to request permission § to 
reduce the number of hotlines. The 
Florida State agency and the Chil- 
dren’s Foundation suggested that 
usuage could decline after initial oper- 
ation. 

In response to requests for clarifica- 
tion about hotlines, the following in- 
formation was added to the final regu- 
lations. Hotline operators should pro- 
vide the telephone numbers and ad- 
dresses of local food stamp offices and 
should explain what documentation or 
information should be brought to cer- 
tification interviews. Absolute siate- 
ments about a caller’s eligibility or in- 
eligibility should not be made over a 
hotline. Upon request, hotline opera- 
tors shoujid mail food stamp applica- 
tion forms to callers. The hotlines 
used for food stamp purposes may also 
be used to disseminate information 
about other programs administered by 
State agencies. 

Also in response to comments re- 
ceived, a sentence was added which re- 
quires State agencies that experience 
an influx of migrant farmworkers 
during the transition period to contact 
local farmworkers organizations to 
notify them of the availability of 
training and of printed materials of 
program requirements. 


NONDISCRIMINATION COMPLIANCE 


Nondiscrimination requirement. 
The proposed and final regulations 
prohibit discrimination against any 
household in any aspect of program 
administration. In the proposed regu- 
lations, the prohibition of discrimina- 
tion on the basis of color (a prohibi- 
tion under the Civil Rights Act of 
1964) was not made explicit. To insure 
the equal treatment of ail persons, 
this prohibition has been added to the 
final regulations. In addition, because 
of the requirements of the Rehabilita- 
tion Act of 1973, a prohibition of dis- 


‘crimination on the basis of handicap 


has also been added. 

Complainis. The proposed regula- 
tions required FNS to process all com- 
plaints of discrimination. Scme State 
agencies already have nondiscrimina- 
tion procedures in effect and recom- 
mended revision of the regulations to 
enable States to process nondiscrimi- 
nation complaints. Accordingly, the 
final regulations permit States to de- 


-velop and use a State complaint 


system. However, the State agency 
must explain both the FNS and the 
State complaint system to each person 
who expresses an interest in filing a 
complaint. All complainants must be 
given the opportunity to file a com- 
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plaint in either or both systems. In ad- 
dition, the State must submit a report 
to FNS on each discrimination com- 
plaint processed at the Siate level. 
FNS review will insure a uniform and 
consistent review process and facilitate 
the Department’s compliance with the 
Civil Rights Act. The 180-day time 
period for filing a complaint is in 
accord with current departmental reg 
ulations (7 CFR 15.6) and was not 
changed aithough severa! commenters 
suggested a reduction of the time 
per iod. 

Public notification. In the final reg- 
ulations reference to the poster ‘“‘And 
Justice For All’ was deleted because 
the Department will be distributing a 
new nondiscrimination poster in the 
near future. 

Data collection. The proposed regu- 
lations required the eligibility worker 
to record the applicant’s racial/ethnic 
category based on observation. In re- 
sponse to the comments, the final reg- 
ulations allow States to designate a 
place on the application form for ap- 
plicants to voluntarily record the 
households’ racial/ethnic category. 
States that choose this option must 
use an application form which clearly 
indicates that the information is vol- 
untary, that it will mot affect eligibil- 
ity or benefits, and that the reason for 
the information is to insure that pro- 
gram benefits are distributed without 
regard to race, color, or national 
origin. The eligibility worker’s impres- 
sion of household racial/ethnic com- 
position, from physical observation of 
the applicant, is not considered as reli- 
able as a self-declaration made by the 
applicant. However, if the household 
fails to make an entry, the eligibility 
worker should complete the form 
based on observation. 

The proposed regulations set forth a 
list of racial/ethnic data for the State 
agencies to collect and maintain in 
their recordkeeping systems. Many 
State agencies commented that they 
do not presently have the capability to 
coliect the required information. The 
Department recognizes the complexity 
of the recordkeeping requirement as 
proposed. In addition, the Department 
has determined that the proposed 
data items may not be the best indica- 
tors of civil rights compliance. There- 
fore, the proposed requirement has 
been deleted from the final regula- 
tions. However, the Department con- 
tinues to believe that increased atten- 
tion to the treatment of minority 
group members is a vital part of its ad- 
ministrative responsibilities. There- 
fore, each data item will be reevaluat- 
ed and future rulemaking will address 
requirements for both collecting and 
reporting racial/ethnic data. Until fur- 
ther notice, State agencies shali con- 
tinue to report racial/ethnic data on 
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participating households as is current- 
ly required, 


HOUSEHOLD CONCEPT 


Household defintiton. The 
definition of househoid *‘ 
cized in that it would have allowed 
spouses, and/or their minor children, 
to claim separate food stamp house- 
hold status even though they were 
living together. Commenters felt it 
was most unlikely that any of these 
family members would, in fact, be sep- 
arate household units. While some 
spouses (and/or their minor children) 
that live together could be independ- 
ent units, the Department has adopted 
the general rule that separate house- 
hold status shall not be extended to 
either spouse,” where both spouses 
live together, or toa a chiid living 
with a parent or guardia i 

Correct application of "the proposed 
rule, allowing separate household 
status for spouses (and/or their minor 
children) which live together, could 
have involved intrusions into sensitive 
areas of family privacy. Yet, failure to 
examine those familial interrelation- 
ships would allow program abuse 
through unverifiable assertions of sep- 
arate household status. The revised 
definition prevents this abuse, pro- 
tects family privacy and expedites the 
certification process. ' 

Some commenters suggested that 
the phrase “unemancipated minor” re- 
place the phrase child “under the pa- 
rental control of a member of the 
household.” While the proposed 
phrase, made final by this rulemaking, 
is not as legally precise as “unemanci- 
pated minor,” that recommendation 
would mandate a knowledge of various 
State statutory and common law re- 
quirements and could require time 
consuming analyses in particular cir- 
cumstances. In addition, many com- 
menters expressed concern that 
spouses and other family members 
who actually comprise one unit could 
claim separate household status be- 
cause they eat some of their meals 
away from home. For example, a mar- 
ried person who is an interstate truck 
driver could claim that that person 
“customarily” eats. meals away from 


proposed 
was criti- 


‘Certain comments suggested that the 
thrifty food plan refiect the increased nutri- 
tional needs of pregnant mothers by regard- 
ing the unborn fetus as a household 
member. The Department can find no justi- 
fication for that position in the Act or in 
the extensive legislative history. 

* A definition of spouse is now included in 
§ 271.2 which clarifies that a ceremonial 
marriage is not always necessary for pur- 
poses of the restriction on the separation of 
households. 

*'Louisiana also noted that “{no] part of 
these regulations would have a more ad- 
verse effect on the image the public has of 
the food stamp program than to allow a 
man and wife to be certified as separate 
households.” 


home. Under the proposed regulations 
the individual could have claimed 
household status, separate from 
spouse and children, even though that 
person had no other residence.” If the 
household -were divided, the family 
would receive a larger allotment be- 
cause the individual’s income would 
not be attributed to the househoid. 
Under the final regulations, a person 
like the truck driver cannot claim sep- 
arate household status. 

The description of a group of indi- 
viduals which make up one household 
was slightly revised because some 
readers had strictly interpreted the 
definition to mean that all household 
members had to go to the grocery 
store and cook meais together to be a 
single household,* It was not intended 
that household status be dependent 
on which member(s) of the household 
unit did the shopping or prepared the 
meals. 

Nonhousehold members. Com- 
menters expressed confusion about 
whether nonhousehold members could 
receive program benefits as separate 
households. As a result, a sentence was 
added to explain that nonhousehold 
members, who are otherwise eligible, 
may participate as separate house- 
holds. 

Although many commenters feit 
that boarders should not be eligible 
for food stamps, the eligibility of 
boarders was contemplated by the Act. 
Commenters also expressed concern 
that boarders would use food stamps 
to pay for board. Therefore, a clarifi- 
cation is added that requires that the 
payment for board be made in cash. 
The use of food stamps to pay for 
board would violate section 15 of the 
Act. 

Households making reasonable pay- 
ments for board may be eligible as sep- 
arate food stamp households. The pro- 
posed regulations provided three rea- 
sonable payment standards for board. 
The proposed payment standards 
were: (1) the amount of the appropri- 
ate thrifty food plan; (2) the local 
rate, if less than the thrifty food plan; 
or (3) less than the thrifty food plan if 
some meals are eaten elsewhere. Many 
State agencies criticized the use of 
local community rates as vague and 
confusing in addition to representing a 
deviation from national uniform eligi- 
bility standards.** Consequently, that 
criterion has been eliminated from the 
regulations. 

Many States also complained about 
the complexities of determining a rea- 
sonable payment for boarders who eat 


* As noted in these rules, persons can only 
apply for food stamps in the project area in 
which they currently reside. 

“The California State agency examined 
this probiem in its comment. 

*%The North Caroiina, 


Arkansas, and 
Pennsylvania comments are representative 
of this criticism. 
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some meals outside of the board ar- 
rangement. That provision has been 
retained, however, as the House 
Report states that, ‘“fa] boarder 
should be anyone who pays compensa- 
tion for his meals that is reasonable, 
whether or not that compensation is 
less than the allotment for a one- 
person household or one-fourth of the 
allotment for a four-person house- 
hold.” In an effort to simplify the ad- 
ministrative complexities of determin- 
ing what constitutes a reasonable pay- 
ment, the Department deleted the 60 
cents per meal calculation. Instead, 
the eligibility worker should deter- 
mine if the boarder generally eats 
more than two meals per day through 
the board arrangement. If so the full 
thrifty food plan amount would be the 
required board payment. However, if 
the boarder, on the average, eats two 
meals or Jess per day through the 
board arrangement, a payment equal- 
ing two-thirds of the thrifty food plan 
would be considered reasonable. This 
provision will prevent boarders from 
being required to make a full board 
payment when they eat some meals 
elsewhere on a routine basis, and yet is 
much easier to apply, less prone to 
errors, and more uniform than the 
proposal. 

A commenter asked for clarification 
of the househoid status of an individu- 
al or family that, because of loss of 
income, was forced to temporarily 
move into the home of friends or rela- 
tives. Under such circumstances, that 
person or family which customarily 
purchases food and prepares meals 
separately from the household that 
took them in, could apply as a sepa- 
rate household. This clarification does 
not represent a change in policy and is 
consistent with the Act. 

Boardinghouse. The proposed regu- 
lations defined a boardinghouse as an 
establishment which is recognized by 
the community as a commercial enter- 
prise. The phrase “recognized by the 
community” was criticized as vague 
and difficult to apply. Commenters 
suggested that, where available, licens- 
ing standards be used. Accordingly, 
the Department incorporated a licens- 
ing standard into the regulations. 
However, in project areas without li- 
censing requirements, boardinghouse 
shall be defined as a commercial estab- 
lishment which offers meals and lodg- 
ing for compensation with the inten- 
tion of making a profit. 

Head of household. In the proposed 
regulations, the head of household 
was defined as the household member 
responsible for acquiring the greatest 
amount of earned income within the 
previous 60 days. 

Nearly all of the 300 commenters 
discussing this section criticized this 
definition because it would permit a 
minor to be the household head and 
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would cause the household head to 
change frequently. Since this regula- 
tory definition was proposed only for 
purposes of implementing the volun- 
tary quit provision of the Act, it has 
been modified. States may devise their 
own method for designating the head 
of household. However, that definition 
may be used purely for recordkeeping 
purposes and cannot be used to impose 
restrictions on who may apply for food 
stamps. A definition of primary wage 
earner will be proposed in subsequent 
rulemaking in order to implement the 
voluntary quit provision. 

Residents of insiitutions. The pro- 
posed regulations restate the current 
policy that individuals shall be consid- 
ered residents of an institution when 
the institution provides them with the 
majority of their meals as part of the 
institution’s normel services. In the 
proposed regulations the remainder of 
the sentence was inadvertently omit- 
ted and it has been added to these reg- 
ulations. That addition reads ‘‘and the 
institution has not been authorized to 
accept coupons.” 

This revision protects the participa- 
tion rights of the elderly residing in 
HUD’s section 8 housing. Although 
some commenters suggested that the 
types of institutions eligible to partici- 
pate in the program be broadened to 
include other social service centers, 
the Act does not allow that expansion. 

Authorized represeniatives. Most 
States which commented on author- 
ized representatives wanted clarifica- 
tion as to whether State agency em- 
ployees can serve as authorized repre- 
sentatives. The proposed regulations 
appear sufficiently explicit. State 
agency employees may serve as au- 
thorized representatives if no one else 
is available to serve in that capacity 
and if an agency cfficial, such as the 
local director, signs a statement ap- 
proving that relationship.* 

The proposed, reguiations required 
State agencies to maintain lists of au- 
thorized representatives who are not 
members of the household they repre- 
sent. Several States pointed out that 
this requirement imposed an unneces- 
sary recordkeeping burden. Conse- 
quently, the requirement for the list- 
ing has been eliminated.” Other com- 
menters stated that employers, such 
as those that employ seasonal farm- 
workers, have been known to press 
households to allow them to act as au- 


%To limit program abuse, the final rules 
also more thoroughly discuss the ability of 
persons disqualified for program fraud to 
act as authorized representatives. 

26As noted by the Louisiana Department 
of Health and Human Resources, ‘‘histori- 
cally the function of keeping a listing of au- 
thorized representatives has had minimal 
effect as a deterrent when compared to the 
administrative time and effort involved by 
the State agency. This time and effort could 
be used more advantageously.” 
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thorized representatives and have 
then misrepresented the household’s 
circumstances and/or withheld cou- 
pons from the household. Allegedly, a 
few employers have overstated the 
household’s income to reduce the food 
stamp allotment and thereby Keep the 
household depéndent upon the em- 
ployer. To avoid these problems the 
final regulations reguire States to 
report such abuses to FNS. FNS will 
carefully investigate complaints of 
this nature. 


APPLICATION PROCESSING 


Food stamp application form. The 
proposed rules, and the Act, require 
that all State agencies use an applica- 
tion form designated by FNS except 
that State agencies may deviate from 
the form to accommodate the use of a 
joint public assistance (PA)/food 
stamp application form or to accom- 
modate the needs of a computer 
system or for other exigencies. The 
Department has designed and tested 
an application form. The results are 
now being evaluated and the final 
forms will be distributed shortly. 

Over 1,406 letters contained com- 
ments on this section, with the large 
majority opposing some aspect of the 
proposal. Many commenters wanted 
the application to have a detachable 
receipt with the filing date and an ex- 
planation of processing rights and 
standards. Others requested that FNS 
devise a simplified form in large type, 
with easy instructions, and a full ex- 
planation of all household rights. A 
few groups wanted households to be 
given a copy of the completed form. 

The Department is considering these 
comments, and other relevant com- 
ments, in its evaluation of the pro- 
posed application form. However, the 
Department believes.that detachable 
receipts represent an unreasonable 
processing burden for State agencies. 
Since applicants have the option of 
mailing or submitting the initial appli- 
cation in person or through a repre- 
sentative, a complicated procedure for 
validating the tear-off receipt would 
have to be devised. In the case of 
households entitled to expedited serv- 
ice, a tear-off receipt would not be 
useful because application processing 
begins almost immediately. However, 
the Department is aware of the impor- 
tance of advising applicants of their 
rights and responsibilities. The form 
that was tested has a filing page that 
is detachable and contains informa- 
tion about the applicant’s filing rights. 
Clarification has been added which re- 
quires that the State agency document 
the date the application was filed by 
recording on the application the date 
it was received in the appropriate 
office. 

Participant rights on filing and ap- 
plying. The proposed rules provided 
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that the household has a right to file 
an application on the same day it con- 
tacts any food stamp office during 
office hours in the project area in 
which it resides. The proposed rules 
also reauired State agencies to encour- 
age households to apply on the same 
day contact is made with the food 
stamp office and to mail applications 
on the same day an inquiry is received. 
The State agency must also make ap- 
plications readily available to poten- 
tially eligible households and posi a 
notice of a household’s right to file an 
application in the certification offices. 

Approximately 1,600 commenters 
mentioned some aspect of this section 
and just over 1,550 expressed some op- 
position to certain aspects of the re- 
quirements. Many comments request- 
ed that the final regulations require 
each certification office to maintain a 
log indicating when applications are 
filed. Others recommended that, 
either in addition to or instead of a 
log, households be given a receipt 
showing their filing date and explain, 
ing processing standards and also that 
rights to timely processing and imme- 
diate filing be publicized by posters, 
handouts, and by certification office 
staff. Several individuals suggested 
that receptionists be bilingual and be 
able to explain the application process 
to potential applicants and that eligi- 
bility workers be required to assist 
households with applications. Many 
letters from program administrators 
wanted to extend the same day stand- 
ard for mailing out forms requested by 
phone. Some requested that more in- 
formation be required on an applica- 
tion form prior to considering the 
form filed. The comments totally in 
favor of this provision approved of the 
household’s right to receive a form 
and to file a partially completed appli- 
cation without delay. 

In the final rules, the Department 
has revised the statement on the 
household’s right to file an avnlication 
to clarify that the processing time 
begins when the application is filed in 
the appropriate food stamp office des- 
ignated by the State agency to accept 
the househoid’s application. In con- 
junction with this, the rules contain a 
procedure for referring applications to 
the appropriate office by the office 
which received the application. The 
Department has also added a state- 
ment that the State agency shall pro- 
vide an application form to anyone 
who requests it. To protect the house- 
hold, the State agency will be required 
to record the date the form was re- 
ceived on the application form. 

An additional paragraph has been 
included which provides for voluntary 
withdrawal of an application by a 
household at any time during the cer- 
tification process. If a household does 
withdraw, the reason, if given, shall be 
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documented in the case file and the 
State agency shall confirm the with- 
drawal with the household. 

The same day standard for mailing 
out forms requested over the phone 
has been retained to assure that 
households unable to visit the office 
are provided with prompt service, es- 
pecially since some of these house- 
holds could be entitled to expedited 
service. 

Household cooperation. The pro- 
posed rules stated that if the house- 
hold refuses to cooperate with the 
State agency in completing the appli- 
cation process, the application shall be 
denied at the time of refusal. As noted 
in the proposal, ‘‘to be denied, the 
household must refuse to cooperate, 
not merely fail to cooperate or be 
unable to do so.” 

Nearly 350 comment letters men- 
tioned this provision, and approxi- 
mately 80 percent of these were nega- 
tive concerning some aspect of it. 
Many public and group comments 
wanted the final regulations to’stress 
that eligibility workers had an affirm- 
ative obligation to help applicants 
with the application process. Several 
program administrators wanted the 
regulations to clarify or define the dif- 
ference between refusal and failure to 
cooperate. Public and advocacy groups 
suggested that the regulations include 
a provision requiring the State to send 
a notice to households of the intent to 
deny for failure to cooperate.’ 

They also requested that the rules 
clearly state that refusal to cooperate 
must be intentional, not merely a fail- 
ure to cooperate or an unsuccessful at- 
tempt to provide verification.** To 
assure the expeditious handling of ap- 
plications, State and local agencies 
were concerned that households must 
be made more responsible for provid- 
ing needed information in a timely 
manner and suggested that the State 
agency be permitted to establish time 
frames for the return of information. 

The Department has revised the 
rules to more precisely define a refusal 
to cooperate. A household must be 
able to cooperate, but clearly demon- 
strate that it will not do what is re- 
quired to complete the application 
process. The final rules cite, as an ex- 
ample of a refusal, that the household 
must refuse to be interviewed, not 
merely fail to appear for the inter- 
view. The final regulations further 
state that if there is any question as to 
whether the household has refused to 
cooperate, the household shall not be 
denied. 

Inierviews. The Department pro- 
posed that the face-to-face interview 


7 Any denial for refusal to cooperate may 
be challenged in a fair hearing under the 
proposed and final rules. 

**The Department believes that it is suffi- 
ciently clear that the refusal must be inten- 
tional before a household may be denied for 
that reason. 


remain the primary interview tech- 
nique. The interview facilities were to 
be of adequate size and layout to pre- 
serve privacy and confidentiality and 
to protect the dignity of the appli- 
cants. However, upon household re- 
quest, the State agency would waive 
the office interview if the household 
was unable to appoint an authorized 
representative and no_ responsible 
member was able to visit the office be- 
cause of age (65 or older) or mental or 
physical handicap. The State agency 
would also waive the office interview if 
it determined that the household was 
unable to appoint an authorized repre- 
sentative and no responsible member 
could come to the office because of ill- 
ness, lack’ of transportation, pro- 
longed, severe weather or work hours 
that preclude in-office certification. If 
an office interview were waived, the 
State agency could conduct either a 
telephone interview or a home visit. 
The rules covering verification § re- 
quirements and certification periods 
were the same no matter what inter- 
view technique was used. 

Of approximately 300 comment let- 
ters on interviews, 250 were opposed to 
some aspect of the provision. the limi- 
tations on granting waivers to in-office 
interviews were of major concern. Sev- 
eral persons and groups felt the waiver 
should be automatically given to the 
physcially or mentally handicapped, 
the elderly (with the age limit reduced 
to 60 from 65) and alli applicants in 
project areas which are out of compli- 
ance with the points and hours stand- 
ards. Some organizations wanted State 
agencies to publicize the availability of 
alternative interview methods and to 
insure that eligibility workers actively 
assist households with applications. 

State and local agencies saw home 
visits as a major issue. Several local 
agencies expressed opposition to pres- 
cheduled home visits and wanted the 
responsibilities of the household and 
the eligibiliy worker for completing 
home visits spelled out. Program ad- 
ministrators wanted precise guidelines 
for privacy standards while advocacy 
groups wanted the regulations to re- 
quire adequate waiting rooms for local 
offices.”° 

The final rules for conducting inter- 
views remain essentially the same as 
in the proposed rules. However, some 
language has been added to further 
clarify State agency requirements. 
State agencies shall be required to ex- 
plain to applicants the processing 
standards and the household’s respon- 
sibility to report changes. In addition, 
as an added household protection, 
State agencies shall reschedule inter- 


The Department does not believe it can 
reasonably establish precise nationwide pri- 
vacy standards, or other office layout re- 
quirements, for the variety and multitude of 
local offices. 
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views without requiring the household 
to show good cause for failing to 
appear at the original interview. If the 
household fails to appear at the re- 
scheduled interview, the State agency 
need not initiate any further action 
unless the household requests that an 
interview be scheduled. 

The Department rejected the sug- 
gestion to reduce the age limit for 
mandatory waiver of the office inter- 
view to age 60. State agencies will have 
the option of allowing households be- 
tween 60 to 65 to waive the office in- 
terview. However, the Department did 
not believe that a blanket mandatory 
waiver for this age group was neces- 
sary. Many people age 60 to 65 are in 
good health and do not have mobility 
problems significantly different from 
younger individuals. 

Language has aiso been added which 
enables the office interview to be 
waived if household is living in a loca- 
tion not served by a certification office 
as defined in the points and hours reg- 
ulation when they are published. 

Verification and documeniation. 
The Act requires that gross nonex- 
empt income be verified but gives the 
Secretary broad discretion for setting 
standards to verify other factors of eli- 
gibility. In addition to requiring that 
gross nonexempt income be verified in 
all cases, the proposed regulations re- 
quired verification of the alien status 
of household members identified on 
the application as aliens, verification 
of actual utility bills if they exceed 
the State’s utility standard, and verifi- 
cation of shelter costs if they exceed 
an amount established by the State 
agency as reasonable for that shelter 
component. All other factors of eligi- 
bility would be verified only if incon- 
sistent with other information on the 
application, previous applications, or 
other documented information known 
to the State agency. 

In the final regulations, State agen- 
cies are still required to verify gross 
nonexempt income, actual utility ex- 
penses, and alien status. A few persons 
objected to uhe requirement that alien 
status be verified in all cases. Since 
many aliens may not know into which 
technical Federal alien category they 
have been placed, the Department be- 
lieves it is essential that the eligibility 
worker ask the alien to present the ap- 
propriate INS documentation. The 
person’s exact alien classification is 
critical, under the Act, to program eli- 
gibility. 

The Department recently discovered 
that the proposed regulations did not 
deal adequately with INS form I-94. 
That form does not always precisely 
indicate whether the alien is in one of 
the categories eligible for food stamp 
benefits. The regulations regarding 
INS form I-94 are revised to indicate 
that the form is considered definitive 
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verification of eligible alien status 
only if the form is annotated to indi- 
cate that the bearer falls within spe- 
cific eligibie categories. Also, if the 
INS form I-94 is annotated with the 
letters “A” through “L” it indicates in- 
eligible alien status. Aliens bearing an 
INS form I-94 so annotated-are classi- 
fied by INS as nonimmigrants, and ac- 
cordingly, are ineligible for food stamp 
benefits unless other evidence of eligi- 
ble status is provided by the house- 
hold. If the INS form I-94 does not 
bear evidence of alien classification 
that specifically indicates the alien is 
eligible or ineligible, and the alien has 
no other acceptable verification of 
alien status, the State agency must 
advise the alien of the exact classifica- 
tions that result in eligibility. Also, 
the State agency must explain that if 
the alien acquires acceptable verifica- 
tion from INS, and meets all other eli- 
gibility requirements, that will result 
in eligibility for food stamp benefits. 
In addition, because of the technical 
nature of these classifications, the 
State agency must offer to assist the 
household by contacting INS for clari- 
fication of the alien’s status. Although 
this requirement imposes somewhat of 
a burden upon both the State agency 
and the household, it is the only work- 
able solution the Department could 
devise to conform with the require- 
ments of the Act. These procedures 
are necessitated by the fact that the 
Act’s classification of eligible and ineli- 
gible aliens does not always precisely 
coincide with INS documents. 

The large majority of persons com- 
menting on the verification of alien 
status strongly suggested that the reg- 
ulations specify that State agencies be 
allowed to contact INS only with the 
written consent of alien. This sugges- 
tion is adopted. Under Federal law, 
aliens are required to have proper INS 
registration cards with them at all 
times. State agencies should not, as a 
matter of course, have to bear the 
costs and the responsibility of contact- 
ing INS on an alien’s behalf if the 
alien has no INS documents. Securing 
these documents is the alien’s respon- 
sibility. The final regulations specify 
that the household may withdraw the 
application or participate without the 
alien member, if the alien member 
cannot provide the proper INS docu- 
mentation and the alien does not allow 
the State to contact INS.*° 

Most of the State agencies opposed 
significant aspects of the proposed 
verification procedures for the other 
eligibility factors. They felt the proce- 
dures did not give States enough flexi- 


%*This approach is consistent with the 
House report which states that, “the Com- 
mittee has no interest in turning food stamp 
certification workers into adjuncts of the 
Immigration and Naturalization Service in- 
forming on applications as alleged illegal 
aliens.” 
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bility to adequately verify information 
and could lessen program accountabil- 
ity. 

The final regulations, regarding ver- 
ification of other eligibility factors, 
have been considerably changed. The 
final regulations require- thet the 
other eligibility factors be verified 
only if they are questionable and 
would affect a household’s eligibility 
or benefit level. Questionable informa- 
tion includes instances when the infor- 
mation on the application is inconsist- 
ent with statements made by the ap- 
plicant, inconsistent with information 
on the application form or previous 
applications, or inconsistent with in- 
formation received by the State 
agency. Therefore, unlike the _ pro- 
posed regulations, verification may be 
requested if statements made by the 
applicant during the interview are in- 
consistent with information on the ap- 
plication. Instead of requiring that the 
State agency have documented infor- 
mation which indicates that the infor- 
mation on the application is inconsist- 
ent, the State agency may, under the 
final regulations, request verification 
if it has received oral or written infor- 
mation that is inconsistent with the 
information contained on the applica- 
tion. Thus, to protect the integrity of 
the verification process, States are not 
limited to seeking verification only if 
they have documentation, independ- 
ent of the interview, which indicates 
doubt regarding certain household in- 
formation. However, the State agency 
is required to record in the case file 
the reason why information is consid- 
ered questionable such that verifica- 
tion is required. 

Several State agencies suggested 
that information on the application 
should automatically be verified if the 
household’s total bills exceed its 
income. The final regulations allow 
the State agency to verify such cir- 
cumstances, where the situation is still 
questionable after the household has 
had an opportunity to explain. House- 
holds may use resources or excluded 
income to pay bills or may not be 
paying all of its bills every month. The 
practice in some States of automatical- 
ly denying a household when its ex- 
penses exceed its income is prohibited. 
The State agency must fully explore 
with the household how it is managing 
its expenses in light of its income and 
resources.” 

Several comments on verification of 
citizenship suggested that State agen- 
cies accept as proof of citizenship a 
signed statement from someone who 
can attest that the member in ques- 
tion is a U.S. citizen. This suggestion is 


*Tt has come to the Department’s atten- 
tion that some households have been denied 
participation solely because its total bills 
have exceeded monthly income. This prac- 
tice is not permissible under the regulations 
or the Act. 
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adopted for only those cases where no 
other form of verification has been ob- 
tained, after reasonable efforts were 

nade, and if the household can pro- 
vide a reasonable explanation as to 
why verification is not available. 

Participation in the AFDC program 
has also been added as an example of 
acceptable verification of citizenship if 
that verification was obtained as part 
of the AFDC certification process. 

Under the proposed regulations, the 
State agency was required to substan- 
tiate that a household member was 
not a U.S. citizen or an eligible alien 
before that member could be denied 
benefits. Several agencies strongly ob- 
jected to this provision as they be- 
lieved it would be extremely difficult 
to prove that someone is not a USS. 
citizen or an eligible alien, unless the 
State was allowed to contact INS. The 
final regulations place the burden of 
providing verification of U.S. citizen- 
ship on the household. However, ver- 
ification of citizenship is required only 
in questionable cases. 

Instead of providing that persons 
remain in the program until the State 
agency disproves citizenship, the final 
rules provide that the member whose 
citizenship is in question be given 2 
months to prove citizenship, and be al- 
lowed to participate pending the ver- 
ification of citizenship, if otherwise 
eligible and if efforts are being made 
to obtain the necessary verification. If 
verification is not received within 2 
months, that member becomes ineligi- 
ble. 

State agencies were also concerned 
about verification of liquid resources 
and loans. Several State agencies felt 
that they should have more discretion 
to verify liquid resources and loans. In 
response to these comments, the final 
regulations give State agencies the 
flexibility to verify liquid resources 
and loans where they feel there is 
need so long as they verify in every 
case which is questionable. However, 
as in the proposal, a simple statement 
signed by both parties is sufficient to 
verify that money is exempt because it 
is a loan. However, to attempt to 
reduce the possibility of abuse, the 
final regulations require that the 
signed statement include language 
which specifies that the loan will be 
repaid. In response to public comment, 
the final regulations allow State agen- 
cies to require that the provider of the 
loan sign an affidavit which states 
that repayments are being made or 
will be made in accordance with a re- 
payment schedule in cases where the 
household receives payments on a re- 
current or regular basis from the same 
source and states that the payments 
are loans. There is a greater need for 
verification regarding arrangements 
involving a series of periodic payments 
to the household since personal loans 
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‘are normally 
ments. 

Many commenters recommended 
that the regulations prohibit the use 
of a collateral contact without the ex- 
press written consent of the house- 
hold. Since the proposed regulations 
clearly state that the State- agency 
must rely on the household to provide 
the name of a collateral contact, the 
Department believes the recommend- 
ed change is unnecessary. 

Several State agencies requested 
more discretion as to what to verify at 
recertification. The final regulations 
respond to these comments by giving 
State agencies the option of verifying 
income or actual utility expenses 
which are unchanged or have changed 
by $25 or less, provided verification is 
required when information is ques- 
tionable. The final regulations also 
make clear that changes in income or 
actual utility expenses must be veri- 
fied if the source has changed or the 
amount has changed by more than 
$25. Unlike the proposed regulations, 
which prohibited State agencies from 
verifying unchanged information, the 
final regulations allow State agencies 
to verify unchanged information if it 
is questionable. These changes are in- 
tended to aid States in helping to 
maintain program integrity. 

Most of the comments regarding ver- 
ification of the tax dependency status 
of students suggested that the student 
should not be denied if the parents did 
not cooperate in providing verifica- 
tion. The alternative, however, is to 
allow students to participate whenever 
the parents failed to respond, even 
though the student may actually be 
ineligible. Since the student has the 
right to request a fair hearing to dem- 
onstrate eligibility, and since the De- 
partment is unaware of information 
indicating that most parents of stu- 
dents would be uncooperative in this 
regard, the Department retains that 
policy. 

Many State agencies were concerned 
about the extent of their responsibili- 
ty to assist households in obtaining 
verification. Verification of shelter 
costs for unoccupied homes represent- 
ed a frequent area of concern. The 
final regulations clarify that State 
agencies are not required to assist 
households in obtaining verification of 
shelter costs for unoccupied homes if 
verification would have to be obtained 
from a source outside of the project 
area. 

Several local agencies suggested that 
households refusing home visits and 
households which were not at home 
for a scheduled home visit be denied 
program eligibility. The final rules 
provide that when a home visit is war- 
ranted under these regulations, a 
household may be denied for refusal 
to cooperate if it refuses the home 


made by single pay- 


visit. However, if the household is 
simply not at home for a scheduled 
home visit, this cannot be considered a 
refusal to cooperate and the house- 
hold cannot be denied for this reason. 
In that situation, however, the house- 
hold’s eligibility would remain unde- 
termined. 

Several State agencies felt that a 
separate BENDEX release form was 
unnecessary since most social security 
offices accept the release statement 
that appears on the application cur- 
rently used by State agencies. As long 
as the household member has signed 
an information release statement, re- 
gardless of whether the statement ap- 
pears on the application form or on a 
separate form, the State agency has 
met the regulatory requirements. 

Normal processing standards. The 
proposed rules, in accordance with the 
Act, require that applications be pro- 
vided to all persons who make what 
may reasonably be interpreted as an 
oral or written request for food stamp 
assistance. The State may not with- 
hold an application until an interview 
is scheduled. The 30-day statutory 
benefit delivery standard was detailed 
in the proposed rules. The standard 
began with receipt of an application 
that need not have been complete, as 
long as it contained the applicant’s 
name, address, and signature. An op- 
portunity to participate consisted of 
providing households with an ATP or 
other authorization and having an is- 
suance facility open and available for 
the household to obtain its allotment. 
Within the 30 days following the filing 
of an application, the household must 
have completed the appliction, have 
been interviewed, have had certain in- 
formation verified, and if eligible, have 
been provided an opportunity to par- 
ticipate. A standard was also set for 
processing unverified deductible ex- 
penses. 

Approximately 200 comment letters 
touched on this section, and a little 
over half were critical of some aspect 
of it. Some comments on this section 
overlapped other provisions including 
retroactive benefits, the application 
form, and application filing rights. 

Some groups, while supporting the 
specificity of both participants’ filing 
rights and _ processing standards, 
thought that the regulations should 
do more to protect the participant and 
suggested ways for the State agency to 
be more accountable for meeting the 
processing standards. A number of 
groups also believed that the mail de- 
livery of ATP cards would take more 
than 2 days and suggested alternatives 
to the 2-day mailing standard, includ- 
ing the use of local variations for mail 
delivery. 

Several comments opposed the re- 
quirement that household certified 
without allowing a deduction for un- 
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verified deductible expenses ** are enti- 
tled to restoration of lost benefits if 
the State agency contributed to the 
household’s inability to verify the ex- 
pense. 

Advocacy groups suggested that 
households be given retroactive bene- 
fits whenever verification of the de- 
ductible expense is provided, regard- 
less of whether the State agency con- 
tributed to the household’s inability to 
verify. Other commenters, especially 
State agencies, felt that lost benefits 
were inappropriate for delays or lower 
benefits caused by the lack of verifica- 
tion. 

While the Department carefully con- 
sidered comments to make processing 
standards more stringent, no basic 
changes have been made. The Depart- 
ment contends that the expedited pro- 
cessing standards adequately address 
the problem of households with a need 
for immediate delivery of benefits. 
The comments from State and local 
administrators regarding the adminis- 
trative difficulties of the proposed pro- 
cessing standard were also considered. 
The only change in the final rule was 
to add clarification regarding when 
the State agency must mail the ATP 
to assure that the ATP can be trans- 
acted after it is received but before the 
30-day standard expires. The language 
of the proposed regulations seemed to 
imply that States had to allow 2 days 
to mail and 2 days for the household 
to transact its ATP. 

Processing delays. The proposed 
rules provided special procedures 
when a State agency was not able to 
determine a household’s eligibility be- 
cause of a delay or incomplete infor- 
mation. If the delay was caused by the 
household, the State agency was to 
issue a notice of denial on the 30th 
day. The State agency would reopen 
the case without requiring a new ap- 
plication if the household took action 
to complete the application process 
within 30 days of the date the notice 
of denial was mailed. In addition, the 
State agency was required to allow at 
least 10 days for the household to pro- 
vide verification before the delay 
could be considered to be caused by 
the household. If the household com- 
pleted the application process within 
30 days from the notice of denial and 
was found eligible benefits were to be 
provided retroactive to the month of 
application. 

If a delay occurred and the State 
agency was at fault, the State was re- 
quired to notify the household by the 
30th day that the application process 
has not been completed and that the 
application is still being processed. 
The State agency would provide bene- 


“The paragraph dealing with unverified 
deductible expenses has been moved to the 
section on application processing dealing 
with verification requirements. 
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fits retroactive to the month of appli- 
cation if the household was then de- 
termined eligible. Benefits delayed 
more than 60 days were to be restored 
in accordance with the restoration of 
lost benefits procedure. 

Nearly all of the approximately 200 
comment letters mentioning this pro- 
vision were in opposition to some por- 
tion of it. Many of these letters were 
from program administrators. The 
largest number of comments con- 
cerned processing delays caused by the 
household. A number of State and 
local agencies and individuals opposed 
the proposed system for reopening a 
case that was denied at the end of 30 
days, because of inaction by the house- 
hold. Most preferred to hold the appli- 
cation pending for 30 additional days 
while others recommended that the 
case be denied after 30 days. 

Most of the commenters suggested 
that retroactive benefits be provided 
in all situations, or suggested that ret- 
roactive benefits be provided for State 
agency delays and restored benefits be 
given for househoid-caused delays. 
Many comments were also opposed to 
providing benefits back to the month 
of application when the delay was 
caused by the household as they felt 
this provision might encourage house- 
holds to fail to appear for an interview 
or provide verification. 

The Department has revised this 
section in a number of respects. The 
final rules provide specific guidelines 
for what is a delay caused by the 
household and what is a delay caused 
by the State agency. The final rules 
also establish what procedures the 
State agency must follow if the delay 
is the household's fault, and what pro- 
cedures must be followed when the 
State is at fault. 

If the household is at fault, the 
State may choose any of several op- 
tions. First, the State may send the 
household a notice of denial that in- 
forms the household of what addition- 
al action the household must take, and 
notes that if the household takes this 
action within the next 30 days, the 
original application shall be reactivat- 
ed. As an alternative, the State may 
pend the case for an additional 30 
days instead of denying it. If this 
option is chosen, the State must send 
the household a notice explaining that 
action on the case cannot be complet- 
ed and explaining what additional 
action the household must take. 

A variant of the second option is ap- 
plicable where the application cannot 
be processed because the household 
has not provided all required verfica- 
tion. In this circumstance, the State 
may choose to pend the case for 30 
days from the date the State first re- 


_ quested the particular piece of verifi- 


cation that is still outstanding. This 
series of options is presented so that 
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States may choose the option most 
suitable to them. 

If an application is held pending and 
the household fails to take the neces- 
sary action, the final rules do not re- 
quire any additional notices to be sent 
when the application is finally denied. 

The final regulations also allow 
States to deny an application at the 
end of the initial 30-day period, with- 
out having to reopen it, if the house- 
hold has failed to appear for two 
scheduled interviews and has made no 
subsequent contact with the State 
agency to express interest in partici- 
pating. Such a household must file a 
new application if it wishes to partici- 
pate. The application may also be 
denied if the household has been pro- 
vided a full 30 days to present veirfica- 
tion and has not done so. This situa- 
tion would occur when a household is 
interviewed and all the needed verifi- 
cation is requested on the same day 
the household filed its application. 

The final rules also modify proce- 
dures for providing retroactive bene- 
fits when a household is certified after 
the original 30-day processing period 
has ended. If the delay was the fault 
of the household, benefits will not be 
Provided back to the month of applica- 
tion.** Instead, benefits will be pro- 
vided to the month following the 
month of application. 

If the delay was the fault of the 
State agency, benefits are still retroac- 
tive to the month of application. How- 
ever, if an application cannot be pro- 
cessed in the initial 30 days because of 
the State’s fault, but is subsequently 
not processed in the second 30 days be- 
cause of the household’s fault, the 
household shail lose its entitlement to 
retroactive benefits. 

The rules are designed to protect a 
household’s entitlement to retroactive 
benefits when the delay is the State’s 
fault without rewarding a household 
for delays it has caused, itself. 

Expedited service. The proposed 
rules implemented the legislative man- 
date that households with no income, 
after appropriate exclusions and de- 
ductions, be provided expedited certifi- 
cation and issuance services. Under 
the proposed rules, households would 
have qualified for expedited service 
within 2 working days on two separate 
criteria: (1) Zero net income for the 
month of application, or (2) a determi- 
nation that the household was desti- 
tute ** of income at the time the appli- 


%37f households could delay the applica- 
tion process with impunity, there would be 
less incentive for households to provide 
needed information on a timely basis, which 
could result in the backlogging of pending 
cases. 

*To have been considered destitute, the 
household's only income during the month 
of application must have been nonrecurring 
and must not have been in the same quarter 
of the month the application was filed. 

Footnotes continued on next page 
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cation was filed, but expects to receive 
or had received income at some other 
time during the month. 

A special same day processing stand- 
ard was proposed for households eligi- 
ble for expedited service that (1) had 
insufficient food to enable them to 
wait even 2 working days, and (2) had 
liquid resources less than the value of 
the thrifty food plan for a one-person 
household. 

The proposed rules also required 
State agencies to make a coilateral 
contact or other verification of the 
househcld’s identity and. residence 
prior to receiving expedited service. 
Households certified under expedited 
procedures had to be certified for the 
month of application only. However, if 
the household provided verificaiton 
within 30 days of the date the applica- 
tion was filed the State agency could 
assign a longer certification period. 
Once a household was certified under 
expedited procedure, verification had 
to be completed before the household 
could be certified again under normal 
or expedited procedures. 

Nearly 3,000 persons or groups sub- 
mitted at least one comment on this 
provision. Of these, over 2,500 opposed 
some aspect of it. Advocacy groups, 
State agencies, local agencies, and par- 
ticipants were concerned with the 
complexity of the provision. FRAC 
summarized this concern: ‘we are con- 
vinced that the proposed procedures 
are much too complicated, and will 
confuse case workers and clients 
alike.” * 

Same- and 2-day service, with vary- 
ing eligibility criteria, and the defini- 
tion of “destitute” based on nonrecur- 
ring income was also criticized as too 
complicated, error prone, and adminis- 
tratively difficult. While a majority of 
letters from the public and organiza- 
tions preferred same-day service for all 
households with zero net income, 
State and local agencies discussed the 
difficulties of meeting same-day serv- 
ice and wanted a simpler method of 
determining the need for expedited 
service. ; 

Most individuals favored determin- 
ing need for expedited service based 
oniy on the household’s available 
income. The alternatives suggested by 
program administrators were varied 
but often suggested longer time 
frames and the use of other relief ser- 
vices for households with immediate 
need. 

Advocacy groups frequently request- 
ed that the regulations specify that 


Footnotes continued from last page 
(This procedure is explained in more detail 
in the section entitled “Determining House- 
hold Eligibility and Benefit Levels.’’) 

* The National Council of Local Public 
Welfare Administrators of the APWA stated 
that the proposed expedited service quarter 


system is, 
ona ** + 


“administratively 
will lead to 


impossible 
numerous errors 
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simple documentary verification be 
used and that prescreening for expe- 
dited service be mandated. Program 
participants and other individuals and 
groups expressed concern that expe- 
dited services be extended to cover 
other emergency situations, such as 
the destruction of one’s home. 

Because of the large number of com- 
ments regarding the complexity of ex- 
pedited service, the Department has 
eliminated the reauirement for a two 
tiered expedited service procedure. In 
the final rules, State agencies must 
certify the household and mail an 
ATP or coupons no later than the 
second working day following the date 
the application was filed, or may have 
the ATP or coupons available for the 
household or its representative to pick 
up no later than the third working day 
following the date the application was 
filed if the applicant wishes to pick 
them up at the office. This is a maxi- 
mum standard. State agencies may set 
a shorter expedited processing stand- 
ard for all households, or the State 
agency may set up a multitiered 
system providing faster service to 
households with the greatest need of 
food assistance. 

Since the final rules have a single 
expedited processing standard, the De- 
partment has eliminated any special 
food or asset tests, other than the re- 
source eligibility standards that apply 
to all households. This will simplify 
the certification process. 

The Department has also revised the 
definition of a destitute household. 
Households are destitute if: (1) they 
do not anticipate income of more than 
$25 within 10 calendar days from the 
date the application was filed; (2) any 
income anticipated after the date of 
application is from a new source; and 
(3) any income of mcre than $25 re- 
ceived between the first of the month 
of application and the date of-applica- 
tion from a terminated source. A more 
detailed definition of destitute is given 
in the section entitled “Determining 
Household Eligibility and Benefits 
Levels.” 

The final rules also provide a more 
detailed description of the kinds of 
documents that are to be considered 
acceptable evidence of residency or 
identity. Acceptable documentation in- 
cludes such things as a driver’s license, 
work or school I.D., voter registration 
card, or birth certificate. The rules 
also allow for additional verification of 
income provided that delivery of bene- 
fits is not delayed beyond the maxi- 
mum expedited processing standard 
solely because income verification is 
pending. ‘ 

Language in the final rules for as- 
signing certification periods has been 
revised to require State agencies to 
assign a normal certification period if 
verification for the household was not 


postponed in order to expedite the cer- 
tification. The final rules give State 
agencies some latitude in assigning 
certification periods to households 
which have postpened completing ver- 
ification requirements. State agencies 
may either assign a 1-month certifica- 
tion period or assign a longer certifica- 
tion period if the household’s circum- 
stances are stable. However, house- 
holds must still provide verification 
before benefits can be continued past 
the month of application. This proce- 
dure is designed to allow State agen- 
cies to integrate expedited processing 
with its normal recertification proce- 
dures. In some cases, households 
which qualify for expedited processing 
will be stable enough to be assigned a 
certification period longer than 1 
month. As long as the State agency 
notifies the household that benefits 
will only continue if verification is 
completed and that benefits will be ad- 
justed without a notice of adverse 
action based upon the verification sub- 
mitted, the Department contends that 
households certified under expedited 
procedures should be assigned normal ° 
certification periods. The Departmant 
also recognizes that State agencies 
have no way of forecasting which 
households will subsequently submit 
verification. Thus, an assignment of a 
certification period based on house- 
hold circumstances is reasonable even 
for destitute households or households 
with zero net income. 

The Department has developed sepa- 
rate expedited service standards for 
residents of drug addiction or alcohol- 
ic treatment and rehabilitation cen- 
ters. For residents who are entitled to 
expedited service, the State agency 
shall mail an ATP or coupons or have 
the ATP or coupons available to be 
picked up no later than 7 working days 
following the date the application was 
filed. As noted in the comments, resi- 
dents of treatment centers are not in 
an immediate need of food since the 
centers provide them with meals. Im- 
posing needless additional administra- 
tive burdens on State agencies to im- 
mediately process these applications 
could delay the receipt of benefits to 
needier households. 

A special procedure is included for 
applicants entitied to both expedited 
service and a waiver of the office inter- 
view. If a household mails an applica- 
tion and it contains sufficient informa- 
tion to indicate that the household is 
entitled to expedited service and out 
of office certification, the State 
agency must conduct an interview by 
the first working day following the 
date the application was filed. The 
benefit delivery standard begins on 
the date a completed application is re- 
ceived. For example, a household 
mails an application reporting no 
income. The State agency conducts a 
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telephone interview based on the in- 
formation contained in the applica- 
‘tion, completing the remainder of the 
application and verifying the identity 
and residence of the household 
through a collateral contact. The 
State agency would then mail the 
completed application to the house- 
hoid on the same day the telephone 
interview was conducted, so that the 
household couid sign the application. 
The benefit delivery standard then 
begins from the date the signed com- 
pleted application is received. The De- 
pariment added this procedure to inte- 
grate the expedited service provisions 
with the out of office interview re- 
quirements. 

In response to comments question- 
ing the adequacy of prescreening for 
households entitled to expedited ser- 
vices, the Department has introduced 
a special benefit delivery standard. If 
the State’s prescreening process does 
not identify a household as entitled to 
expedited service and the State agency 
subsequently discovers that an entiile- 
ment exists, the household is still enti- 
tled to prompt processing. The benefit 
delivery standard will start on the 
date the State agency discovers the 
entitlement. ; 

Public assistance and generai assist- 
ance households. A major change be- 
tween the 1977 Act and the current 
program is the elimination of the cate- 
gorical food stamp eligibility of PA 
and some GA households. According 
to the House Report, this change was 
made ‘* * * to terminate the substan- 
tial inequity resulting from the fact 
that a working household with the 
same income as a welfare household 
could find itself ineligible simply be- 
cause it did not get a welfare supple- 
ment to its income.” However, Con- 
gress was concerned that the elimina- 
tion of the categorical eligibility could 
lead to the creation of participation 
barriers that would discourage the 
participation of otherwise eligible PA 
and GA households in the food stamp 
program. Therefore, several provisions 
were included in the Act (sec. 11(c)) 
aimed at minimizing barriers to par- 
ticipation. The intent of the provisions 
was to spare households which are ap- 
plying for benefits in both programs 
from having to go through the same 
application process for each program. 

The proposed rulemaking set forth 
procedures for the joint processing of 
food stamp and PA _ applications. 
These procedures réquired that a 
single application be developed that 
could be used for both programs and 
that households applying for both 
programs be subject to a single inter- 
view. To insure that PA food stamp 
applicants had their applications cen- 
sidered on the same basis as nonassis- 
tance food stamp applicants, the joint 
processing procedures required that 
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the combined PA/food stamp applica- 
tion be processed according to the 
same timeliness standards as nonassis- 
tance food stamp applications. The 
procedures required that the determi- 
nation of food stamp eligibility not be 
delayed because of problems not relat- 
ed to food stamp requirements, such 
as a household’s failure to comply 
with verification requirements that 
affect only the PA determination. The 
joint processing procedures also pro- 
hibited State agencies from delaying 
the processing of the food stamp por- 
tion of a case because the public assist- 
ance determination had not been 
made. State agencies were also re- 
quired to complete the food stamp de- 
termination even if the public assist- 
ance application was denied. The joint 
processing procedures also required 
that State agencies endeavor to extend 
food stamp benefits te as many eligi- 
ble PA households as possible. 

The final rules require that joint 
PA/food stamp applications allow 
households to indicate if they do not 
want to apply for food stamps. State 
agencies are required to process ail PA 
applications as food stamp applica- 
tions uniess the application positively 
indicates that food stamps are not de- 
sired. If fer some reason it is not clear 
whether a household wants to be con- 
sidered for food stamp benefits, the 
State agency must contact the house- 
hold to determine whether the house- 
hold wants to be considered for food 
stamps. If the household does, the 
State agency must process the applica- 
tion in accordance with the joint pro- 
cessing procedures. 

Many commenters who addressed 
the proposed joint processing proce- 
dures complained that the procedures 
would force PA eligibility workers to 
make food stamp eligibility and basis 
of issuance determinations. The com- 
menters argued: that this would add 
work to already overworked PA work- 
ers; would result in food stamp deter- 
minations made by workers with little 
expertise in food stamp policy and 
procedures; and would make program 
administration more complex. Some 
suggestions made to alleviate these 
problems included: allow State agen- 
cies to choose whether they wanted to 
use the joint application procedures: 
allow a simultaneous interview by PA 
and food stamp eligibility workers; or 
allow two interviews, one for PA one 
for food stamps, provided that they 
occur during the same appointment. 
The Department carefully considered 
the problems and suggestions raised 
by the commenters. However, in light 
of the explicit legislative requirement 
that households applying for both PA 
and food stamps be allowed to do so 
through a single application and single 
interview, no change was made in the 
joint processing procedures. However, 
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the joint processing procedures, as 
they stand, do not require PA eligibil- 
ity workers to make food stamp eligi- 
bility and allotment level determina- 
tions. Following the completion of the 
single interview, State agencies are 
free to assign the case to two workers: 
one for PA, one for food stamps. 

The comments noted that the joint 
application processing procedures 
would require effective lines of com-. 
munications between the PA and food 
stamp units within agencies. While the 
Department agrees with that point, 
the final regulations were not changed 
to include specific requirements for 
such communication lines. There is no 
one effective method of communica- 
tion that can be prescribed, nor doss 
the Department feel it is equipped to 
advise agencies as to the best methods 
of transmitting information. There- 
fore, the Department decided to aliow 
each State agency to develop and im- 
plement its own method of transmit- 
ting information between the PA and 
food stamp units. 

Some commenters expressed confu- 
sion about whether the joint process- 
ing procedures are applicable to 
households that contain members not 
included in the unit applying for 
public assistance. The proposed rules 
stated that these households “may be 
required to file a separate application 
for food stamps’ (§ 273.2(k)(1)(vi)). 
The final rules expand and clarify the 
original statement. As it now stands, 
State agencies have the option of de- 
ciding whether or not to process these 
households through the joint applica- 
tion processing procedures. State 
agencies are required to develop uni- 
form procedures and not make these 
decisions on a case by case basis. The 
Department did not want some house- 
holds in a project area treated differ- 
ently than other households if there 
were no basic difference in household 
circumstances. 

Finally, many commenters had ques- 
tions about the use of the joint appli- 
cation processing procedures in GA 
programs. The proposed rules allowed 
some State agency administered GA 
programs to use the proposed proce- 
dures. Some commenters asked if lo- 
caliy administered GA programs that 
met the criteria set forth in the rules 
could jointly process GA and food 
stamp applications. Other comments 
asked whether GA programs adminis- 
tered by the Bureau of Indian Affairs 
could qualify to use the procedures. In 
response, the Department reexamined 
and revised the rules pertaining to GA 
programs. The rewritten rules identify 
aifferent types of GA programs and 
specify the appropriate procedures. 

GA programs that are adroinistra- 
tively integrated with PA or food 
stamp programs and which use for- 
malized application procedures and eli- 
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gibility criteria that test levels of 
income and resources, are required to 
jointly process GA and food stamp ap- 
plications according to the rules set 
forth for the joint processing of PA 
and food stamp applications. The De- 
partment considers GA programs ad- 
ministratively integrated with PA or 
food stamp programs if the GA pro- 
gram shares eligibility workers with 
the PA or food stamp programs. 

GA programs that are not integrated 
with the PA or food stamp programs 
can apply to, and be approved by FNS, 
for joint processing of GA and food 
stamp applications if these GA pro- 
grams use formalized application pro- 
cedures and eligibility criteria that 
test income and resource levels. GA 
programs that meet these criteria but 
which do not jointly process GA and 
food stamp applications are required 
to distribute and accept food stamp 
applications at GA offices and forward 
them to food stamp offices for process- 
ing. Under those circumstances, the 
timeliness and procedural standards 
for processing food stamp applications 
will take effect when the applications 
reach the food stamp offices. 

The Department recognizes that GA 
programs are administered in a variety 
of ways. Not all of these programs are 
staffed through merit staffing sys- 
tems. Not all of the programs make 
use of formalized application proce- 
dures or eligibility criteria that test 
levels of income and resources. With 
this in mind, the proposed rules al- 
lowed those State administered GA 
programs that had formalized applica- 
tion procedures and used eligibility cri- 
teria to test levels of income and re- 
sources to jointly process GA and food 
stamp applications. 

Finally, State agencies must attempt 
to make food stamp applications and 
food stamp program information avail- 
able at offices of locally administered 
GA programs not meeting the above 
criteria and at offices of GA programs 
administered by the Bureau of Indian 
Affairs. The Department hopes that 
through these efforts most eligible GA 
households will be given an opportuni- 
ty to participate in the food stamp 
program. 


RESIDENCY 


The proposed and final regulations 
continue to prohibit any durational re- 
sidency requirement and yet require 
that an individual live in the project 
area to receive food stamp benefits. 
Over 70 commenters expressed con- 
cern regarding this provision. Some 
stressed the need to highlight that ap- 
plicants should not be denied for fail- 
ure to live in a fixed residence. 

Other commenters indicated that 
this provision is- lax in not denying 
benefits to transients. The Act does 
not allow the Department to exclude 
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households which move from place to 
place. However, applying in several lo- 
cations for the purpose of obtaining 
excessive benefits is a criminal offense 
and is prohibited by the Act. Thus, eli- 
gible households which frequently 
move may participate so long as they 
reside in the project area at the time 
they apply and participate in only one 
project area during any given month. 
Thus, persons in a project area solely 
for a vacation (i.e., a brief visit for rec- 
reational reasons) may not apply for 
benefits in that project area. However, 
students who return home during 
school breaks and elderly individuals 
who spend a portion of the year with 
friends or relatives would not be con- 
sidered vacationers. 


CITIZENSHIP AND ALIEN STATUS 


The proposed regulations limit eligi- 
bility to U.S. citizens and the five cate- 
gories of aliens specified in the Act. A 
few advocacy groups requested clarifi- 
cation on whether refugees covered by 
the United Nations Protocol on the 
Status of Refugees (19 United States 
Treaties 6223) and North American In- 
dians, whose reservations border or 
cross U.S. borders, are eligible to par- 
ticipate. The Department has decided 
to more carefully study these issues 
and to determine if other treaties or 
international agreements accord an 
entitlement to food stamp benefits to 
specific categories of persons. The De- 
partment intends to issue final rules 
on these issues in the near future. 

The proposed and final regulations 
require that the income and resources 
of ineligible aliens be disregarded 
when determining the eligibility and 
benefits of other household members. 
Comments from State and local agen- 
cies generally opposed this provision 
on the grounds that it could result in 
increased benefits to households in 
which a wage earner is an illegal alien. 
However, as noted in the preamble: 


Consideration of those resources and 
income could result in the reduction of food 
stamp benefits for the remainder of the 
household because of the technical alien 
status of the ineligible member, even 
though the remainder of the household is 
already receiving reduced benefits since the 
ineligible member is not counted in deter- 
mining the value of the allotment. 


Additionally, the House Repert de- 
noted a Congressional intent that the 
income and resources of the ineligible 
alien be disregarded. The final rules 
were revised to make clear that pay- 
ments from ineligible aliens to the 
household will be considered as 
income the same as any other pay- 
ments from nonhousehold members to 
a household. 

This section has been reorganized 
and a new paragraph has been added 
to explain that other eligible house- 
hold members should be certified even 


though one or more household mem- 
bers have not verified their asserted 
alien status. It was felt that the house- 
hold should not be penalized if verifi- 
cation is not timely received, especially 
since the time when verification is re- 
ceived is not usually within the control 
of the household or the person tempo- 
rarily ineligible. If proper verification 
is subsequently received, the State 
agency shall act on it as a reported 
change in household membership. The 
requirements regarding actual verifi- 
cation of alien status are found in 
§ 273.2(f), which provides the verifica- 
tion standards for all eligibility crite- 
ria. 


Tax DEPENDENCY 


The proposed and final regulations 
make reference to specific terms as de- 
fined in the Internal Revenue Code 
and Internal Revenue Service (IRS) 
regulations. Several commenters rec- 
ommended that the relevant IRS rules 
be paraphrased and incorporated into 
these regulations. Instead of adopting 
that reeommendation, the Depart- 
ment will incorporate and explain the 
IRS rules in the revised Food Stamp 
Certification Handbook. 

The tax dependency verification re- 
quirements for students are consoli- 
dated into § 273.2(f), with all other 
verification standards. Several State 
agencies asked for clarification regard- 
ing the initial benefits of a student 
who, because of pending verification 
of tax dependency, was not certified 
along with other household members. 
As in the section on aliens, a para- 
graph has been added to explain that, 
when such a student provides the 
proper verification, the State agency 
shall act on the verification as it 
would on any reported change in 
household membership. Other revi- 
sions to the section on tax dependency 
merely clarify the proposed regula- 
tions. 


SSI CasH-Ovut STATES 


States are allowed, pursuant to Pub. 
L. 93-233, as amended, and the Food 
Stamp Act of 1977, to provide SSI re- 
cipients the bonus value of their food 
stamp allotments in cash, in lieu of 
coupons, by increasing the SSI grant 
award. 

The proposed regulations recognized 
California and Massachusetts as the 
two States for which the Secretary of 
Health, Education, and Welfare had 
determined that the SSI payments 
had been specifically increased to in- 
clude the value of the food stamp al- 
lotment.** The State of California. has 
been deleted from the regulations 
since California is no longer classified 


Sec. 6(g) of the Act provides that the 
Secretary of HEW has authority to make 
this determination. 


FEDERAL REGISTER, VOL. 43, NO. 201—TUESDAY, OCTOBER 17, 1978 





as a cash-out State.°’ Wisconsin has 
been added as it has become a cash- 
out State. 

In response to concern for house- 
hoids which experience delays in the 
processing of application of SSI bene- 
fits, a paragraph has been added to 
clarify that application for SSI bene- 
fits does not affect eligibility for food 
stamps. The applHcant must be ap- 
proved and in receipt of the first SSI 
check before food stamp benefits are 
terminated. Section 6(g) of the Act 
prohibits food stamp participation for 
each person “who receives * * * (SSI) 
benefits * * *.” However, if the State 
provides substitute payments equiva- 
lent in value to the SSI benefits, ini- 
tial receipt of those payments will ter- 
minate participation in the food stamp 
program. Equivalent State payments, 
based on presumptive or actual eligi- 
bility for SSI benefits and determined 
under SSI rules, should be considered 
as a substitute for SSI payments. Once 
the SSI recipient begins receiving 
benefits, ineligibility for food stamp 
benefits shall remain in effect until 
the recipient is terminated from the 
SSI program. If for some reason, such 
as the theft of an SSI check, benefits 
are temporarily interrupted, the SSI 
recipient still cannot receive food 
stamp benefits. SSI rules will deter- 
mine the appropriate relief. Several 
commenters recommended the tempo- 
rary issuance of food stamp benefits to 
such individuals. However, the Act and 
the House Report contemplate thea 
SSI recipients residing in cash-out 
States will be covered by the appropri- 
ate SSI regulations and not served by 
the food stamp program.** 


WorkK REGISTRATION 


Persons required to register. The 
proposed regulations specified that all 
able individuals between the ages of i8 
and 60 must comply with the work 

- registration requirement, unless they 
qualify for an exemption. In response 
to comments calling for clarification, 
the paragraph on exemptions was re- 
organized so that age and poor mental 
and physical health are listed there as 
exemptions. A sentence was added to 
clarify that the State agency shall de- 
termine which household members are 
required to register for employment. 
Another new sentence requires the 
State agency to explain to the house- 
hold both the work registration re- 
quirement and the consequences of 
failure to comply. 

State agencies should note that the 
final regulations direct the State 


"As noted at 43 FR 39075, California 
became ineligible for cash-out status on 
Sept. 1, 1978. . 

“Moreover, even if authorized, stop-gap 
food stamp relief could duplicate SSI re- 
placement procedures and complicate SSI 
and food stamp operations. 


RULES AND REGULATIONS 


agency to provide 
forms to the household and to forward 
the work registration forms to the 
State employment service office after 
the househoid completes the forms 
and returns them to the food stamp 
oifice. State agencies are not permit- 
ted to require households to complete 
the ‘work registration forms at the 
State employment service office. 

Exemptions from work registration. 
Commenters asked if the work regis- 
tration requirement would have to be 
fulfilled the same month a child at- 
tains the age that cancels the work 
registration exemption. To avoid bur- 
dening State agencies with the prob- 
lem of keeping track of birth dates of 
children, the Department revised the 
final regulations to specify that under 
such circumstances the work registra- 
tion requirement must be met at the 
next scheduled recertification, unless 
the person qualifies for another ex- 
emption. 

Many commenters asked what con- 
stitutes appropriate verification of dis- 
ability for employment. In response, 
the following clarification was includ- 
ed in these regulations. If a mental or 
physical disability is claimed and the 
disability is not evident, receipt of dis- 
ability benefits will constitute ade- 
quate verification. A statement from a 
physician or licensed or certified psy- 
chologist will be considered verifica- 
tion if the individual does not receive 
disability benefits. The requirement 
for a statement from a physician or 
psychologist has been adopted from 
the Work incentive Program (WIN) 
reguiations. 

The proposed and final regulations 
provide and exemption to one-parent 
households with a chiid under 12 and 
to one parent with a child under 18 in 
households where another parent is 
employed or is registered for work. Al- 
though many commenters complained 
that this policy penalizes the one- 
parent household, the Act requires 
that the exemption only apply up to 
age 12 for the one-parent household. 
In and example explaining the re- 
quirement regarding the two-parent 
household, the House Report referred 
to a child over age 12. The Act and the 
House Report contemplate a higher 
age requirement where, at least, one 
parent is employed or is in compliance 
with the work registration require- 
ments. As in the proposal, ‘‘child’”’ has 
been defined as a person under age 18. 

The proposed regulations permitted 
an exemption for individuals in receipt 
of unemployment compensation -but 
made no provision for applicants for 
such benefits. Many commenters 
noted that applicants for unemploy- 
ment compensation in some States are 
required to register for work at the 
time of application. Consequently, to 
avoid duplication of work registration 


work registration. 
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procedures, the final regulations 
exempt from food stamp work regis- 
tration those individuals who regis- 
tered for work as part of the unem- 
ployment compensation application 
process. However, those applicants for 
unemployment compensation who are 
not required to register for work until 
they begin receiving unemployment 
compensation benefits shall not re- 
ceive an exemption from the food 
stamp work registration procedures 
until they actually are in receipt of 
unemployment compensation benefits. 

Commenters from Alaska indicated 
that in some remote areas of the State 
here are no Staite employment service 
offices and no jobs. Households in 
those remote areas meet their basic 
needs by hunting and fishing instead 
of working at a salaried job. Conse- 
quently, the final regulations provide 
a self-employment exemption for per- 
sons who reside in certain designated 
areas of Alaska *® and engage in sub- 
sistence hunting or fishing for a mini- 
mum of 30 hours per week. 

Voluntary quit. This paragraph is re- 
served for subsequent rulemaking. 

Job search. This paragraph is re- 
served for subsequent rulemaking. 

Additional work requirements. The 
proposed regulations require work reg- 
istrants to report to an employer when 
referred by the State employment 
service office. Several commenters 
pointed out that under the currént 
program individuals have been re- 
ferred to jobs to which they could not 
report because of the distance in- 
volved. Consequently, the final regula- 
tions specify that the registrant is ob- 
ligated to report to an employer only 
if the potential employment meets the 
suitability requirements, outlined in 
§ 273.741), which include provisions on 
commuting time. 

Failure to comply. As the House 
Report recommended, the Department 
proposed that the 60-day disqualifica- 
tion (required by the Act) for primary 
wage earners who voluntarily quit 
their jobs also be applied to the failure 
to comply with the work registration 
requirements. Many commenters rec- 
ommended that the 60 days be con- 
verted to 2 months and that the regu- 
lations specify when the 2-month dis- 
qualification period should begin. The 
Department agrees that because eligi- 
bility for program benefits is based on 
monthly periods, the 2-month period 
is more workabie and has made this 
change. The Department also clarified 
that participating households must be 
given adverse notice and the opportu- 
nity for a hearing before the disquali- 
fication period begins, In addition, the 
final rules require the State agency to 
provide the State employment service 


9%Sec. 3(g) of the Act specifically recog- 
nizes the unique circumstances of certain 
eligible househoids in Alaska. 


FEDERAL REGISTER, VOL. 43, NO. 201—TUESDAY, OCTOSER 17, 1978 








47862 


office sufficient advance notice to 
allow them to send a representative to 
attend the fair hearing, if such attend- 
ance is necessary. 

Determining good cause. Although 
some commenters suggested many spe- 
cific examples of what constitutes 
good cause for failure to comply with 
the work registration requirements, 
the examples were not incorporated 
into the regulations. The final rules 
are basically a continuation of current 
policy which has been successfully em- 
ployed for several years. Determining 
if good cause exists must remain an 
area where the State agency considers 
all facts and circumstances, and makes 
an evaluation based on the facts in 
each individual case. It is not possible 
for the Department to enumerate 
each individual circumstance which 
should or should not be considered 
good cause. 

Ending disqualification. The pro- 
posed regulations allow persons dis- 
qualified for refusal to report to an 
employer to reestablish their house- 
hold’s eligibility by reporting to that 
employer. Commenters pointed out 
that by the time the State agency 
learned of the refusal and terminated 
the household, the job would probably 
have been filled by someone eise. Con- 
sequently, the final regulations specify 
that reporting to the same employer 
to whom the person had previously re- 
fused to report is an acceptable cure 
only if the work is still available. 
Without this rule, certain registrants 
could avoid the work requirements 
and yet remain eligible for food 
stamps by complying after it is too 
late to accept the job and begin work. 

Suitable employment. Some com- 
menters felt that work offered at a 
struck worksite should always be de- 
fined as unsuitable. Other commenters 
preferred the current regulatory ap- 
proach which provided that work was 
unsuitable, at a struck site, only if the 
strike was not determined to be unlaw- 
ful. Based on the detailed justification 
found in the proposal (43 FR at 
18884), the proposed rules, regarding 
strikes enjoined under the Taft Hart- 
ley Act, are made final. 

In addition, suitable employment 
has been expanded to include employ- 
ment at a site or plant subject to a 
Strike or dispute where an injunction 
has been issued to enforce §10 of the 
Railway Labor Act. This modification 
of suitable employment is consistent 
with the rationale, explained in the 
proposal, which defined suitable em- 
ployment as including employment at 
a site subject to a strike enioined 
under §208 of the Labor Management 
Relations Act. Section 208 requires a 
determination that a “threatened or 
actual strike affecting an entire indus- 
try or a substantial part thereof * * * 
(will) * * * imperil the national health 
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or safety.”’ Section 10 requires a deter- 
mination that a dispute should 
“threaten substantially to interrupt 
interstate commerce to @ degree such 
as to deprive any section of the coun- 
try of essential transportation serv- 
ice.”” Under both sections, actions must 
be taken by the President of the 
United States based on the national 
interest in averting a strike or dispute. 
Both statutes provide for “cooling off” 
periods and under the final regula- 
tions, a court order would be neces- 
sary, under either Act, for a determi- 
nation of suitable employment, and a 
denial of food stamp benefits to house- 
holds containing a member refusing to 
comply with the court order. 

The Department continues to hbe- 
lieve that its regulations should not 
undermine the intent of Federal legis- 
lation designed to promote the settle- 
ment of labor disputes where national 
interests are at stake. The require- 
ment that a judicial determination be 
made, before application of the regula- 
tory provisions, will serve to protect 
the rights of the affected parties. 

The proposed regulations state that 
employment would not be considered 
suitable if daily commuting time ex- 
ceeds 25 percent of daily work time. It 
was pointed out that full-time stu- 
dents are only required to accept em- 
ployment of 20 hours per week. There- 
fore, more than 30 minutes of com- 
muting each way would be unsuitable 
under the proposal. However, a 30- 
minute commute is not that unusual 
or burdensome. Consequently, lan- 
guage similar to that of the WIN regu- 
lations has been adopted. Employment 
shali not be considered suitable if 
daily commuting time exceeds 2 hours 
per day, not inchiding the transport- 
ing of a child to and from a child care 
facility. 

Registration of PA and GA house- 
holds. The proposed regulations pro- 
vided project areas with no WIN pro- 
gram the opportunity to substitute 
State PA or GA work registration pro- 
cedures for FNS procedures, if ap- 
proved by FNS. Several commenters 
pointed out that State agencies should 
be allowed to use State registration 
procedures for AFDC recipierts who 
are not registered for WIN even in 
project areas with a WIN program. 
Therefore, the final reguiations allow 
such substitution of State work regis- 
tration procedures if the procedures 
are equivalent to, or more restrictive 
than, FNS procedures and the regis- 
trants activities are monitored so that 
appropriate penalties for failure to 
comply are applied. Accordingly, WIN 
registrants are subject to WIN require- 
ments and PA or GA registranis in a 
State work registration program are 
subject to the State requirements. 
However, if a State requiremeni ex- 
ceeds the requirements of FNS rezula- 


tions, a household shall not be denied 
food stamp benefits for failure to 
comply with the State requirement. 
Denial would only result for failure to 
comply with a State requirement 
which is equivalent to a food stamp 
work registration requirement. 


RESOURCES 


Definition of - resources. Except 
where dictated by statutory changes, 
the proposed regulations define re- 
sources very much as they are defined 
in the current regulations. Lump-sum 
payments, except those specifically ex- 
cluded as a resource in these regula- 
tions, will continue to be counted as 
resources as of the month received. In 
the proposed regulations, it was ex- 
plained that lump-sum paymenis 
would not be counted as income. Ap- 
parently, several commenters over- 
looked the policy that includes those 
lump-sum payments as resources, re- 
gardless of whether they were ex- 
cluded as income. The Department, 
therefore, listed lump-sum payments 
as an example of countable resources 
in the final regulations. 

The Department inadvertently ne- 
glected te propose that the current 
policy regarding unlicensed vehicles be 
continued. Consistent with current 
policy, the equity value of unlicensed 
vehicles is to be counted as a resource 
unless the vehicle is exempt as either 
producing income consistent with fair 
market value or as essential to the em- 
ployment or self-employment of a 
househoid member. To clarify that un- 
licensed vehicles are countable as a re- 
source, at their equity value unless ex- 
cluded under the provisions discussed 
above, they are listed as an example of 
a resource. 

Jointly owned resources. The pro- 
posed regulations require that jointly 
owned resources be considered availa- 
ble in their entirety to each house- 
hold, unless the applicant household 
could demonstrate that the resource 
was inaccessible to the household. 
This treatment of jointly owned re- 
sources drew much criticism from 
State agencies, advocacy groups, and 
other commenters. They argued that 
the rule implied that the entire value 
of the resource would be counted 
unless the household could prove the 
resource was entirely inaccessible to 
the household. However, jointly 
owned property may be only partially 
accessible or only partially salable by 
any single coowner. It was argued that 
only the value of that portion of the 
resource which may be used or scid by 
the household should be counted. The 
Department agrees. The proposed rule 
could have overstated the value of the 
resources owned by any given house- 
hold. The reguiations have been re- 
vised to permit households to demon- 
strate what percentage of the resource 


FEDERAL REGISTER, VOL. 43, NO. 201—TUESDAY, OCTOBER 17, 1978 





they have access to or that they may 
sell, and the value of that portion. 
State agencies will then count only 
the value of: that portion in the re- 
source computation. For. resources 
which cannot practically be subdi- 
vided ® and sold by the applicant 
household, no value will be ascribed to 
the partial ownership interest if the 
other owners refuse to allow the entire 
resource to be sold. Under those cir- 
cumstances, the partial interest is con- 
sidered inaccessible to the household. 
Exclusions from resources. *' The pro- 
posed regulations exclude one home 
and all surrounding property net sepa- 
rated by intervening property owned 
by others. This provision drew over 
200 comments; the majority of com- 
menters (125) strongly approved the 
definition. Most commenters felt the 
provision would benefit the rural 
poor.*? Specific objections were varied; 
however, the major objection centered 
on the lack of a specific limit on the 
lot size surrounding the home. The 
Department, however, retains the defi- 
nition to reduce administrative bur- 
dens and “establish a uniform national 
policy * * * (which) is easy to apply 
and will eliminate the need for State 
agencies to establish acreage limits or 
lot size limits.” (43 FR 18885.) Fur- 
thermore, the Department is making 
efforts to establish eligibility stand- 
ards that are more consistent with cri- 
teria used by other programs. In this 
instance the definition for home and 
surrounding lot conforms to that used 
by the SSI Program. Thus, elderly, 
blind, or disabled SSI recipients will 
not be denied food stamp benefits be- 
cause their home lot exceeds a particu- 
lar State acreage limit. As noted in the 
proposal, this area is targeted for 
review as part of the Department’s 
study of assets required by the Act. 
The proposed regulations also ex- 
cluded the home during periods when 
the house is temporarily unoccupied 
for reasons of employment, illness, va- 


“A resource cannot be practically subdi- 
vided if the financial value of the propor- 
tionate share would be significantly reduced 
by sale of only the subdivision. 

"To avoid confusion and in response to 
comments, note that security deposits for 
utilities and rent are, as in the current regu- 
lations, treated as inaccessible resources. Al- 
though, discussed under the excess sheiter 
cost’ deduction in the current Food Stamp 
Certification Handbook, security deposits 
are probably the commonest example, re- 
garding food stamp households, of inaccessi- 
ble resources. For that reason, a return of 
the househoild’s deposit does not represent 
income but, instead, the conversion of an in- 
accessible asset to an accessible asset. 

“The Watauga County (North Carolina) 
Department of Social Services noted, for ex- 
ample, that, “Chere in the mountains many 
isolated rural elderly who desperately need 
food stamps but do not wish to sell their re]- 
atively invaluable small mountain farms will 
finally be able to participate in the pro- 
gram.” 
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cation, or inhabitability caused by cas- 
uaity or natural disaster. The exclu- 
sion for homes temporarily unoccu- 
pied because the household is on vaca- 
tion was deleted as unnecessary be- 
cause vacationers are not eligible for 
bencfits in other project areas. Howev- 
er, an exclusion was added for homes 
temporarily unoccupied because the 
household is pursuing training for 
future employment. Failure to provide 
this exclusion could impede job train- 
ing which might.enabie the trainee to 
obtain increased income and end par- 
ticipation in the food stamp program. 
This exciusicn is consistent with the 
exemption of a home temporarily un- 
occupied for reasons of employment. 
Several commenters noted that mi- 
grant households often spend years 
purchasing land on which they intend 
to build a home, It was argued that 
the Department’s home and lot exciu- 
sion favored households which could 
purchase both the home and lot ai 
once and, therefore, disfavored the 
poorest of the pcor households.” Ac- 
cordingly, the Department added an 
exclusion for one lot per household if 
the household does net already own 
its home and if the household plans io 
build its home on that lot. In addition, 
if the household is in the process of 
building a home on the excludable lot, 
the value of the partially completed 
home will also be excluded. This 
policy promotes a fairer treatment of 
persons who wish to become home- 


owners and yet reduces the possibility 
of abuse by limiting the surrounding 


land exclusion to the value of one lot. 
The single lot rule should insure that 
only households owning property for 
the purpose of building a home would 
receive the exclusion. 

The proposed regulations excluded 
the value of property which a house- 
hold is making a good faith effort to 
sell. Several commenters requested 
that verification procedures be speci- 
fied to enable State apencies to uni- 
formly apply this rule. Therefore, a 
sentence has been added to explain 
that the State agency should accept 
such things as listings with real estate 
brokers and advertisements in local 


‘newspapers as evidence of good faith 


efforts. ‘ 
Handling of excluded funds. The 
proposed regulations explained in 
detail how to determine if excluded 
funds, which had been commingled 
with nonexcluded funds, were exempt. 
Many commenters felt that the formu- 
la was needlessly complex and would 
lead to numerous § administrative 
errors. Other commenters felt that no 
commingled resources should be ex- 
cluded. The final regulations provide a 
6-month exclusion for excluded funds 


8This concept is presented by, among 
others, the State of Texas and the Migrant 
Legal Action Program, Inc. 
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commingled with other funds. After 
the 6-month period, all funds which 
had been commingled will be counted 
as resources. This rule will greatly 
reduce administrative burdens, avoid 
participant confusion, and simplify 
the handling of excludable resources. 
Nonetheless, the interests of recipients 
and the purposes of other legislation 
vill be protected by the continuous ex- 
emption for noncomminglied exempt 
funds and the 6-month exemption 
aiter commingling. Before the end of 
the 6-month period, withdrawals, shall 
be considered as withdrawais of non- 
exempt funds. 

Fair market value of licensed vehi- 
cles. The proposed regulations require 
State agencies to assign the “blue 
book” value to licensed vehicles. Many 
commenters pointed out the need for 
more detailed instructions in this sec- 
tion. Accordingly, the Department 
added, the following clarifications. 
The “wholesale” vaiue should be as- 
signed to vehicles, cr, if a particular 
blue book uses a term other than 
wholesale value, the assigned value 
should be comparable to the wholesale 
value. To avoid complications regard- 
ing value calculations, which in many 
cases would not affect eligibility, the 
State agency shall not add the value 
of low miieage or optional equipment 
to the basic blue book value of the ve- 
hicle. Thus, if a vehicle is especially 
equippped with apparatus for the 
handicapped, the value of the appara- 
tus should not be added to the value 
of the vehicie. “ 

It was noted that vehicles 7 years old 
and older are not listed in most blue 
books. Therefore, the final rule pro- 
vides that the household’s estimate of 
the value of older vehicles should be 
accepted unless the State agency has 
reason to believe the estimate is incor- 
rect. In that case, the household 
should acquire an appraisal or produce 
a tax assessment or newspaper adver- 
tisement of other evidence of the 
value of the vehicie. 

Handling of licensed vehicles. The 
proposed regulations require that all 
licensed vehicles be counted as re- 
sources to the extent they are worth 
over $4,500, unless they are exempt as 
income-producing vehicles. Many com- 
menters complained that the $4,500 
limit is unreasonably low. That figure 
is required by the Act. 

The Act provides that income-pro- 
ducing vehicles are totally exempt. 
Based on the comments, the list of 
exempt vehicles has been expanded to 
include vehicles necessary for long-dis- 
tance travel (other than daily com- 
muting) that is essential to the em- 


“In this way, the handicapped are not pe- 
nalized for adding features which are neces- 
sary for their use of the vehicle and State 
agencies are not required to make additional 
computations. 


FEDERAL REGISTER, VOL. 43, NO. 201—TUESDAY, OCTOBER 17, 1978 





47864 


ployment of a household member. 
This exemption should apply to travel- 
ing salespersons, who need reliable ve- 
hicles for long-distance travel to trans- 
port equipment used in their trade, 
and to migrants. The recent USDA 
study, “Food Stamp Participation of 
Hired Farmworker Families” cited by 
commenters, noted that “folver a 
hird of the migrants in 1975 traveled 
over 1,000 miles to do farmwork, not 
including the distance to return 
home.” Moreover, public transporta- 
ion is unavailable in many of the 
rural areas where migrants must go to 
obtain work and carpooling may not 
be an available option since often 
entire families travel to worksites. 

An exemption has also been added 
for vehicies necessary for subsistence 
hunting or fishing. Since “‘income-pro- 
ducing” vehicles are _ statutorily 
exempt, it is consistent to also exempt 
vehicles which produce the equivalent 
of monetary income, i.e., game and 
fish necessary for the livelihood of the 
household. * 

Based on comments received, the ex- 
emptions for equity value have also 
been modified regarding vehicles used 
to attend training or pursue education 
which is preparatory to employment 
and vehicles used to seek employment. 

Many commenters requested that 
the sections on licensed vehicles be 
rewritten for clarity. In an attempt to 
respond to those commenters, the reg- 
ulations have been restructured and a 
summary is included. 

Transfer of resources. Only 11 of 
nearly 200 commenters favored the 
provisions on transfers of resources. 
However, the Act requires that house- 
holds be disqualified for knowingly 
transferring assets for the purpose of 
qualifying or attempting to qualify for 
food stamp benefits. Several com- 
menters erroneously thought that a 
fraud hearing would be required to 
impose the disqualification. Others did 
not understand when the disqualifica- 
tion period would begin. Therefore, a 
paragraph is added to explain that the 
disqualification period for applicant 
households will begin in the month of 
application and that the disqualifica- 
tion period for participating house- 
holds will begin with the first month 
after expiration of the advance ad- 


* The State of Wyoming, the National As- 
sociation of Farmworker Organizations, and 
the migrant legal action program discussed 
the basis for this exemption. 

*The Alaska Legal Services Corporation 
noted that: “As Congress has recognized, 
subsistence activities are an important com- 
ponent of the livelihood of many people in 
rural Alaska. (Sec. 3(g) of the Act.) These 
activities are usually carried out in lieu of 
wage earning employment and take place in 
areas where opportunities for such employ- 
ment are scarce. Though a _ subsistence 
hunter or fisherman may not be producing 
case income for his family, he is producing 
in-kind income * * *.” 
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verse notice period. It should be noted 
that a transfer of assests to qualify for 
the program is not a fraudulent action 
under the Act and these regulations. 
The Act contemplates separate treat- 
ment and separate disqualification 
procedures for improperly transfer- 
ring assests to obtain stamps and for 
fraud. Only if the household member 
fraudulently conceals or misrepresents 
the assets transfer will fraud be in- 
volved. The transfer does not consti- 
tute fraud, in and of itself. 

Many commenters recommeded 
elimination of or revisions to the pro- 
posed chart for the periods of disquali- 
fication. However, the chart was re- 
tained in the final regulations. As 
noted in the proposal, without stand- 
ard guidelines, there would be no uni- 
formity in the application of disquali- 
fication periods which would result in 
disparate eligibility standards. 


INCOME AND DEDUCTIONS 


Income eligibility standards. The 
Act of 1977 and the proposed rules 
base the income standards of eligibil- 
ity on the annual nonfarm income 
poverty guidelines prescribed by the 
Office of Management and Budget 
(OMB). The proposed rules set a 
standard for the contiguous 48 States, 
the District of Columbia, Puerto Rico, 
the Virgin Islands, and Guam. A sepa- 
rate standard is set for Alaska and 
Hawaii. 

Approximately 50 individuals and 
groups commented on this statutory 
provision. Comments on this section 
were rather evenly divided. The final 
rulemaking is based on the statute and 
contains no changes from the pro- 
posed rule. 

Definition of income. The proposed 
reguiatory definition of income fol- 
lowed the language of the statute. All 
moneys were to be considered as 
income, unless specifically excluded by 
the statute. The regulations distin- 
guished between earned and unearned 
income to allow application of the 
statutory deduction for 29 percent of 
earned income. Included in earned 
income were training allowances and 
certain assistance payments which are 
provided in lieu of wages to individuals 
required to work as a condition of re- 
ceiving the income. Two “payments” 
were not included as income because 
they did not fit within the broad stat- 
utory definition of income. They are 
recoupments of prior overpayments 
and the surrender of child support 
payments to the title IV-D agency 
(child support enforcement program). 
The definition of income also specified 
that the income of individuals dis- 
qualified from program participation, 
less that member’s prorated share, 
would continue to be attributed to the 
household from which the member 
was disqualified. 


Approximately 100 individuals and 
groups commented on this section. 
Positive statements supported the 
treatment of titie IV-D child support 
payments received by AFDC partici- 
pants since the household must assign 
all support payments to the State 
agency to maintain AFDC eligibility. *’ 
The most negative comments con- 
cerned the consideration of income of 
Gisaualified household members as 
available to the household. One com- 
menter noted that counting the 
income of a disqualified member as 
available to the household is harmful 
to innocent household members who 
will be penalized for actions beyond 
their control. Many commenters of- 
fered suggestions on a variety of types 
of income that should not be consid- 
ered as earned or unearned income. 

The Department has not significant- 
ly changed the definition of income 
from the language contained in the 
proposed rules, since the- overall 
framework is set by statute. The De- 
partment struck the reference to the 
Agriculture Stabilization and Conser- 
vation Service payments as unearned 
income. These payments contemplate 
the performance of work and are, 
therefore, more properly considered as 
earned income.** The comments that 
income of a disqualified household 
member should not be counted as 
income in determining eligibility and 
benefits for the remainder of the 
household were carefully considered. 
However, the Department still believes 
that Congress did not intend that a 
household benefit if one or more of its 
members were disqualified for fraud. 
As noted in the preamble to the pro- 
posal, disallowing the income and re- 
sources of a disqualified person would 
significantly hinder the Department’s 
ability to deter fraud or noncompli- 
ance with the student work registra- 
tion requirements. Since the head of 
the household and primary wage 
earner will, in many cases, be the indi- 
vidual disqualified, excluding that 
income would leave the remaining 
household members with increased 
benefits. As a result, the household 
and the disqualified individual could 
benefit by intentionally defrauding 
the program or intentionally failing to 
comply with the student work regis- 
tration requirements. In the interest 
of equity, the final rules state that 
income from disqualified individuals, 
less the prorated share for the individ- 
ual, will be counted as income: 

Income exclusions. Approximately 
400 individuals and groups commented 
on this provision. Most comments were 
negative regarding certain aspects of 


“For a thorough explanation of these 
title IV-D payments refer to the proposal at 
43 FR 18887. 

*The State of North Dakota comment 
discusses this point. 
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the rules. Approximately 70 comments 
out of 400 were positive. 

Many comments supported the pro- 
posed proration of income of a house- 
hoid when the earnings of children 
cannot be differentiated from that of 
other household members. The Act re- 
quires the exclusion of income re- 
ceived by a child under 18 who is at 
least a halftime student. Implementa- 
tion of that statutory exclusion is 
achieved by the proposed language 
which is hereby made final. 

Many negative. comments, most of 
which were from migrant interest 
groups, were in reference to wage ad- 
vances. These commenters requested 
that wage advances be specifically ex- 
cluded as loans, since migrants and 
seasonai farmworkers often receive 
wage advances as deferred payment 
loans. State and local agencies request- 
ed clarification on several provisions, 
including the loan definition which is 
discussed in the section on verifica- 
tion, vendor payment agreements, and 
treatment of title XX payments. 

The Department carefully consid- 
ered suggestions and comments re- 
garding loans and reimbursements. 
The final rules still count wage ad- 
vances as income when received and 
not, as recommended in the comments, 
at the point they are earned or deduct- 
ed from wages. Counting wage ad- 
vances is an extension of the general 
statutory rule to count all income 
from whatever source, except for spe- 
cific exclusions. *% 


“Wage advances are clearly distinguish- 
able from loans. Advance wage payments 
are made in exchange for services or labor 
to be performed. Loans are made in ex- 
change for repayments of the principal 
amount, plus in most circumstances, inter- 
est. The Act requires the exclusion of all 
loans but does not contemplate that some 
wages be initially disregarded, until the 
work is completed, and then counted. Even 
if the statute authorized this temporary dis- 
regard of available income, that policy 
would create serious administrative prob- 
lems. If completion of the work was used to 
determine when the income is received, deci- 
sions regarding work completion would have 
to be made by the State agency. Moreover 
the longer it took to count those wages as 
income, the greater the likelihood of a dis- 
parity between actual household ‘‘available 
income” and income, as counted by the pro- 
gram. However, a travel advance made to 
cover travel expenses would be excludable 
as a reimbursement. Also, since incidental 
advance payments do not represent the 
types of recurring or periodic income which 
the Department intends to encompass by 
the expedited service ruies, a wage advance 
of less than $25 is not considered as the first 
payment from an employer in terms of trig- 
gering the recurrent income rules. Consider- 
ation of these normally irreguiar or infre- 
quent incidental payments would unneces- 
sarily complicate the administration of the 
expedited service provisions. To avoid 
uneven application of this procedure, a uni- 
form $25 national limit has been estab- 
lished. 
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Because of the comments requesting 
clarification of the vendor payments 
proposal, the final regulations have 
been revised. 

There were some comments on the 
treatment of direct payments to a 
household from HUD for utility ex- 
penses. In furtherance of the rationale 
stated in the proposal regarding the 
HUD exception to the general vendor 
payment rule, the final rules are clari- 
fied to exclude from income only pay- 
ments made to a household by HUD’s 
experimental housing allowance pro- 
gram. Direct HUD payments to a 
household for utility expenses are not 
provided under the above exnerimen- 
tal program, and are, therefore, net 
vendor payments. 


In response to inquiries, note that 
the income exclusion for scholarships 
and deferred education loans for the 
tuition and mandatory fees of a school 
for the handicapped was clarified to 
indicate that the school can be at any 
level. This policy is consistent with 
section 5(d)(3) of the Act. 

Based on an analysis of the Domes- 
tic Volunteer Service Act of 1873 and 
its legislative history, it is apparent 
that payments under title I (VISTA) 
are excluded only for individuals al- 
ready receiving public assistance or 
food stamps when they joined VISTA. 
The House Report requires in deter- 
mining these exclusions, that: “Each 
law would have to be reviewed in light 
of its specific terms and the associated 
intent of Congress to determine 
whether exclusion from food stamp 
income is appropriate.” The VISTA 
income exclusion for food stamp pur- 
poses has been appropriately modified. 
The comments of Senator Dole, Con- 
gressional Record, July 21, 1978, at S. 
11432-33, explain this issue in detail. 


Standard deduction, earned income 
deduction, and dependent care deduc- 
lion. Many individuals and groups 
commented on these provisions. Many 
commenters requested changes in reg- 
ulatory provisions mandated by the 
Act. More than half of the public com- 
ments opposed the statutory elimina- 
tion of the deduction for medical ex- 
penses. 


Shelter deductions. Approximately 
500 individuals and groups commented 
on this section. The proposal! most fre- 
quently supported (60 comments) al- 
lowed households to switch from the 
utility standard to actual costs at any 
time. Many negative comments were 
received on the procedures for deter- 
mining the amount of the utility 
standard and seasonal adjustments. 
Suggested alternatives included: (1) 
Prohibiting State agency use of PA or 
GA standards, unless such standards 
meet all the food stamp program crite- 
ria; (2) requiring State agencies to de- 
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velop realistic standards; and (3) re- 
quiring a separate telephone standard. 
Which shelter expenses were deduct- 
ible was a concern of approximately 
300 writers. Thirty approved the sec- 
tion as written. The remainder recom- 
mended deducting such items as the 
cost of weatherization, repair and re- 
placement costs, and security or utility 
deposits on apartments and utilities. 

Several State agencies commented 
on determining the amount of the util- 
ity standard. Suggestions included de- 
veloping standards for rent and tele- 
phone costs, developing a national 
standard and using the PA/GA utility 
standard. Two State agencies recom- 
mended deletion of deductions for an 
unoccupied home, since the agency 
felt that rarely could the shelter ex- 
penses of an unoccupied home be 
properly claimed. Two local agencies 
noted that often more than one food 
stamp household resides in a home. 
They requested clarification on which 
household may take the deduction; 
the household which gets the bill or 
the household wnich pays the bill? Or 
is the expense divided?* 


The Department still believes that 
standardized utility allowances ‘‘can 
expedite the certification process and 
reduce errors and administrative 
costs.” °' However, in response to State 
agency requests, the Department will 
provide technical assistance to State 
agencies for developing a methodology 
to compute the standard allowances. 

Several comments indicated that 
there was some confusion about the 
purpose of a utility standard. The 
standard should expedite the certifica- 
tion process and allow households to 
receive a deduction without being re- 
quired to exactly project utility ex- 
penses over the course of a certifica- 
tion period. However, while a utility 
standard will simplify the certification 
process, the Department recognizes 
that households have widely varying 
utility expenses, based primarily on 
the types of utilities or fuels for which 
a household is billed. The proposed 
rules attempted to restrict the applica- 
tion of the utility standard, which 
should not be unreasonably low so 
that households would not use it, by 
not allowing it to be used for house- 


° The Department does not believe that a 
special exception should be created in these 
situations. The generai rule, which allows a 
deduction for the household that is billed 
for the expense, applies in these cases. If 
more than one household is billed, the de- 
duction will apply according to the billing. 
If the bill is in both names, the amount 
should be prorated. Note that particular 
rules apply to boarders regarding the treat- 
ment of shelter expenses. 

“Congressman Foley noted in the Con- 
gressional Record (H. 9534; Sept. 16, 1977) 
that “standard utility allowances could ease 
the paperwork burden on both recipient and 
administrators.” 
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holds that pay for no other utilities 
besides a telephone. The final regula- 
tions enlarge this rule. Households 
which are only charged for water, gar- 
bage collection, sewerage, or tele- 
phone, or any combination of these 
expenses, are not entitled to take the 
standard utility deduction. However, if 
a household is charged for any other 
utility expense, such as electricity, gas, 
heating or cooking fuel, the household 
is entitled to use the utility standard. 
This allows State agencies to issue a 
standard at a reasonable level without 
significantly overstating the costs for 
10useholds which are billed for only 
water, garbage, sewerage, and/or tele- 
phone. 

State agencies have the option of de- 
veloping separate standards that cover 
the various utility expenses, including 
those that do not trigger the standard. 
For example, a State agency can calcu- 
late the average home utility expenses 
for an area using water, garbage col- 
lection, sewerage, electricity, coal, gas, 
and oil costs and arrive at utility 
standards. The State agency may also 
calculate the average cost of each utii- 
ity and apply the appropriate stand- 
ard for each utility the household is 
billed for. 

While the final rules afford State 
agencies great flexibility in developing 
utility standards, State agencies must 
still demonstrate to FNS that the gen- 
eral standard or individual utility 
standards accurately reflect actual 
costs to food stamp households before 
FNS approval will be given. 

Under either option, the final rules 
allow State agencies to develop and 
use a standard telephone service fee 
(base phone rate plus tax) which can 
be applied to all households regardless 
of the actual charge. Basic telephone 
costs are not subject to significant 
dollar variation within each State. 
Moreover, to obtain FNS approval the 
phone aijlowance would have to at 
least equal the base phone rate (plus 
tax) of most participating households 
within the State. Many of the house- 
holds whose actual phone rate exceeds 
the standard would not be adversely 
affected since the other shelter/de- 
pendent care costs could already 
exceed the $80 per month deduction. 
The dollar impact on the relatively 
few households which would be actu- 
ally adversely affected by use of the 
phone allowance is reduced by the 50- 
percent excess shelter cost factor and 
the 30-percent benefit reduction rate. 
Thus, the low incidence and nominal 
significance of the adverse impact on 
any given household, compared to the 
administrative cost savings and the 
possible decrease in the time it takes 
to be certified, makes a mandatory 
standard phone rate cost efficient.*” 


The State of Michigan noted that: Cur- 
rently, the (quality control) error rate is ex- 
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The final rules allow States to re- 
strict switching from the standard 
utility aliowance to actual expenses, 
and vice versa, to once during the cer- 
tification period. State agencies noted 
that a household’s certification and 
basis of issuance must be completely 
reprocessed each time the household 
switches to the standard or the actual 
costs. Since the standard is intended 
to simplify the certification process, 
and since State agencies are required 
to keep the standard up to date, the 
Department contends that the admin- 
istrative expense does not justify the 
slight increase in benefits which some 
househoids might receive by timing 
when to switch. Moreover, households 
which wish to receive benefits comput- 
ed exactly according to actual utility 
costs may request the actual cost de- 
duction at each certification. 

The proposed rules also required 
States to establish a shelter standard 
for rent. Commenters generally op- 
posed this, arguing that rents vary 
considerably and do not lend them- 
selves to a standard. The final rules 
delete provision: 

Some comments criticized allowing 
the shelter cost of an unoccupied 
home. However, households entitled to 
the allowance are being charged for 
the costs of maintaining a home the 
same as households charged with shel- 
ter costs for the home in which they 
reside. Moreover, as noted in the pro- 
posal, this allowance only applies in 
limited circumstances. Commenters 
who recommended deleting this para- 
graph were concerned primarily that 
these expenses are difficult to docu- 
ment and verify. The Department.has 
appropriately revised the verification 
requirements. The new requirements 
are explained in the verification sec- 
tion of application processing. 

The final rules also allow a shelter 
allowance (up to the maximum $80 
shelter/dependent care deduction) for 
current charges for the repair of the 
home which was substantially dam- 
aged or destroyed due to a natural dis- 
aster such as fire or flood. Since, after 
a fire or flood, a household may have 
to make expensive repairs to the struc- 
ture in order to continue residing in 
the home, these expenses reasonably 


ceedingly high for telephone budget errors. 
Because of the policy requiring budgeting 
the actual basic charge plus tax, workers 
may be required to use as many as 40 differ- 
ent rates within a single project area. The 
rates may differ only by a few cents be- 
tween companies/cities/neighborhoods. In 
effect, we are spending dollars to save 
dimes. 

It bears repeating that references to 
State agency administrative convenience, or 
time and cost savings, may translate into 
the more expeditious handling of household 
applications, complaints, fair hearing re- 
quests, or any other time or resource 
demand made on the State agency for the 
benefit of the household. 


fall within the concept of shelter 
costs. However, the rule will not allew 
a deduction if an insurance company 
or private or public relief agency has 
or intends to reimburse the household 
for the cost of repairs. To the extent 
of any reimbursement, the household 
does not incur net shelter costs. More- 
over, this deduction is not intended to 
cover normal wear and tear, or inci- 
dental repairs to the house. 
Adjusiment of deductions. This sec- 
tion contains procedures for semian- 
nual adjustments of standard deduc- 
tions and annual adjustment of shel- 
ter deductions. Approximately 60 indi- 
viduals and groups commented on this 
provision. Commenters suggested that 


‘adjustments be made as cases come 


due for recertification, rather than as 
mass changes. State agencies objected 
to the use of mass change procedures, 
stating that those procedures in- 
creased administrative costs. However, 
these adjustments are required by the 
Act which provides the dates on which 
each change must be made effective. 
No changes were made in this section. 

The Act provides that the standard 
deduction of $60 is to be adjusted 
semiannually by the changes in the 
Consumer Price Index (CPI) for items 
other than food for the 6-month 
period ending March 31, 1978. The un- 
revised CPI increased by 2.7 percent 
between September 1977 and March 
1978. This increase, when applied to 
the $60 standard deduction, yields a 
$61.62 standard deduction. Since the 
Act requires that the deduction be 
rounded to the nearest $5, the stand- 
ard deduction will remain $60. A simi- 
lar computation will be done for the 6- 
month period ending September 1978 
to determine if an adjustment will 
take effect in January 1979. It appears 
likely that the standard deduction will 
be increased to $65 at that time. How- 
ever, because the CPI data for Sep- 
tember 1978 will not become available 
until late in October, a final determi- 
nation cannot be made until then. 

The Act also requires that the excess 
shelter deduction be adjusted annually 
by the change in the shelter, fuel, and 
utilities component of the housing 
costs portion of the CPI for each 12- 
month period ending March 31. For 
the last 12-month period, the shelter 
components of the CPI went up 8.91 
percent. The fuel and utilities compo- 
nent of the CPI increased by 7.15 per- 
cent. Combining the shelter and fuel 
and utilities components results in an 
overall increase of 8.56 percent: The 
increase, when applied to the excess 
shelter deduction of $75, yields $81.42. 
Since the Act requires that the deduc- 
tion be rounded to the nearest $5, the 
excess shelter deduction becomes $80. 
The $80 limit on the shelter deduction 
will remain in effect at least until July 
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1979 when the next annual adjust- 
ment is scheduled. 

Deductions for the outlying areas. 
This regulation contains (in two ap- 
pendixes) charts which provide the 
amounts of the standard deduction 
and the excess sheiter/dependent care 
deductions for the cutlying areas for 
the period beginning July 1, 1978. 

Standard deduction. Subsection 5(e) 
of the Food Stamp Act of 1977 re- 
quires that the Secretary develop sep- 
arate standard deductions for hcuse- 
holds in Alaska, Hawaii, Puerto Rico, 
Virgin Islands, and Guam. These sepa- 
rate deductions must be based on the 
relationship of actua! or potential 
itemized deductions in these areas to 
such deductions in the 48 States and 
the District of Columbia. The Secre- 
tary is further directed to use the best 
available information in determining 
these deductions. Effective July 1, 
1979, the standard deductions must be 
adjusted every January 1 and July i to 
the nearest $5 to refiect changes in 
the Consumer Price Index of the 
Bureau of Labor Statistics for items 
other than food for the preceding 6 
months, ending the preceding Septem- 
ber 30 and March 31, respectively. 

The best availabie source of infor- 
mation is the food stamp quality con- 
trol data for the period July-Decem- 
ber 1977. The quality control sample is 
a random sample cf participating 
households. Not only is sample size 
sufficiently large to provide reliable 
data for the purpose of these compu- 
tations, but it is the largest sample of 
such data that is available. It is also 
the most recent data available. For 
each of the outlying areas, the full 
quality control sampie has been used. 
Information on deductions for the 48 
States and the District of Columbia 
has been derived from the quality con- 
trol subsample. Because of the large 
number of households contained 
within the subsample, equally reliable 
information for the 48 States and the 
District of Columbia can be obtained 
without using the entire quality con- 
trol sample. 

In computing the standard Geduc- 
tion for Alaska, Hawaii, Guam, Puerto 
Rico, and the Virgin Islands, the aver- 
age total deduction for households in 
these areas and households in the 48 
States and the District of Columbia 
was developed. A ratio was then de- 
rived by comparing the average deduc- 
tion in each area, i.e., average total de- 
duction in Alaska and average total de- 
duction in the 48 States and the Dis- 
trict of Columbia. These ratios were 
then applied to the $60 standard de- 
duction, The unrounded standard dc- 
duction for each of the outlying areas 
was then updated, as prescribed by 
law, to reflect changes in the CPI, and 
rounded to the nearest $5 increment. 
These computations are shown in ap- 
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pendix B. The standard deductions for 
the outlying areas as of July 1, 1978, 
are as follows: Alaska, $110; Hawaii, 
$96; Guam, $125; Puerto Rico, $40; 
Virgin Islands, $55. 

Further semiannual adjustments to 
the standard deductions for the cutly- 
ing areas shall be based on the previ- 
ous period’s unrounded amounts, up- 


dated by changes in the CPI, and the | 


result rounded to the nearest $5. 

Excess shelter/dependent care deduc- 
tion. Subsection 5(e) also requires the 
Secretary to develop separate excess 
shelter/dependent care deductions for 
each of the outlying areas based on 
the 48 States and the District of Co- 
lumbia. These deductions must be up- 
dated annually, beginning July 1, 1978, 
to the nearest $5 increment to reflect 
changes in the shelter, fuel, and utili- 
ties components of housing costs in 
the Consumer Price Index (published 
by the Bureau of Labor Statistics of 
the Department of Labor) for the 12- 
month period ending the preceding 
March 31. 

Again because of its reliability, the 
quality control data for the period 
July-December 1977 were used to de- 
termine the average shelter expenses 
for ail households claiming a shelter 
expense in each of the outlying areas 
and in the 48 States and the District 
of Columbia. 

he average shelter expense for 
claiming households in each cf the 
outlying arcas was compared to aver- 
age shelter expenses for claiming 
househeids in the 48 States and the 
District of Columbia, and a ratio was 
developed. This ratio was multiplied 
by the $75 excess shelter/dependent 
care deduction. 

The excess shelter/dependent care 
deduction for each of the outlying 
areas was then updated, by changes in 
the shelter, fuel, and utility compo- 
nents of the CPI. These amounts were 
rounded to the nearest $5 to deter- 
mine the excess shelter/dependent 
care deductions for the outlying areas 
as of July 1, 1978, as follows: Alaska, 
$140; Hawaii, $120; Guam, $100; 
Puerto Rico, $30; Virgin Islands, $60. 

Future annual adjustments to the 
excess shelter/dependent care deduc- 
tion for the outlying areas shail be 
based on the previous period’s un- 
rounded amount, updated by the 
changes in the shelter, fuel, and utili- 
ties components of the CPI, and the 
result rounded to the nearest $5. 

It is the policy of the Depariment to 
publish rules, which may substantially 
affect low-income households in rela- 
tion to the food stamp program, in 
proposed form for public comment. 
However, under these circumstances, 
publication of the methodology and 
computations regarding both ‘the 
standard deduction and the excess 
shelter/dependent care deduction for 
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normal notice and comment ruiemak- 
ing is unnecessary, impractical, and 
contrary to the public interest. 

The Department did not publish the 
deduction figures for the outlying 
areas at an earlier date because the 
quality control data from the July-De- 
cember 1977 period just recently 
became available. The Department 
had no other data more recent or 
more statistically reliable for food 
stamp dedictions on the outlying 
areas or the United States. Because of 
the critical importance of using the 
most reliable and the most recent 
data, the Department determined that 
it would be advisable to wait until the 
data from the quality centrol sample 
could be used. Use of less reliable data 
would not serve the public interest. It 
should aiso be noted that the method- 
ology for computing the two deduc- 
tions is clearly articulated in section 
5(e) of the Act. Public input on the 
actual calculations would not affect 
that procedure. 

In addition, it is not practicable for 
the Department to publish this data 
and methodology as proposed rule- 
making now, because this could render 
timely implementation of these rules 
impossible in the cutiying areas. How- 
ever, the Department does recognize 
that the level of these deductions is of 
substantial concern to some members 
of the public. Therefore, the Depart- 
ment will accept comments on the 
data base and the methodology used 
to compute the deductions for the out- 
lying areas for a period of 30 days 
after the publication of these regula- 

i hese comments will be careful- 

sidered in determining the need” 
changes in the published tables. 
Comments may be sent to Nancy 
Snyder, Deputy Administrator, Family 
Nutrition Programs, Food and Nutri- 
tion Service, USDA, Washington, D.C. 
20250. Comments will be available for 
public inspection and copying at Food 
and Nutrition Services Offices, Room 
758, 500 12th Street SW., Washington, 
D.C., during regular business hours. 


DETERMINING HOUSEHOLD ELIGIBILITY 
AND BENEFIT LEVELS 


Month of application. The proposed 
regulations defined the period cof -ap- 
lication, now referrred to as the 
month of application, as the calendar 
month in which the household ap- 
plies. The househoid’s initial eligibility 
would be determined based on income 
received, expenses billed, and other 
relevant circumstances during the 
month of application. The month of 
application was, in most circum- 
stances, also the first month of the 
household’s certification period. In 
rare instances, the household may 
have been ineligible for the month of 
application, but anticipate at the time 
of application changes -which will 
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result in eligibility for subsequent 
months. In those instances, a house- 
hold would be denied for the month of 
application but certified for a subse- 
quent certification period based on a 
single application. 

Approximately 100 groups and indi- 
viduals commented on this provision. 
Most of these comments opposed some 
aspect of it. The provision that gener- 
ated the most interest was the require- 
ment to use the same application for 
denial for the month of application 
and determination of eligibility for 
subsequent months. About 70 opinions 
were received on this subject, and the 
majority were negative. Approximate- 
ly 50 writers opposed using the same 
application for denial and approval 
and suggested requiring separate ap- 
plications. Others suggested giving the 
household an application to mail in 
when the household considered itself 
eligible or advising the applicant of 
the right to reapply. Several States, 
local agencies, and caseworkers op- 
posed this provision and suggested be- 
ginning eligibility the subsequent 
month if an application is received 
after the 15th or beginning certifica- 
tion on the day of approval. 

The final rules are basically as pro- 
posed except that certification based 
on the original application, which can 
be for more than 1 month, must begin 
no later than the month after the 
month of application. The final rule is 
administratively efficient and avoids 
burdening the household with filling 
out a second application. In addition, 
the Department is considering combin- 
ing the notices of eligibility and denial 
or pending status, partly in recogni- 
tion of the State agency processing 
burden when a household is denied 1 
month and is eligible in the following 
month based on the same application. 

The Department also revised the 
definition of “period of application,” 
now termed “month of application.’ 
The Department proposed that State 
agencies must be use calendar months 
since the “calendar month is a conve- 
nient, easily understcod and explained 
measure of time.’ Certain State agen- 
cies commented that a fiscal month 
approach (e.g., 15th of one month to 
15th of the next) would avoid costly 
changes to their automated data pro- 
cessing systems. The rule has been 
changed to accomodate State agencies 
which can demonstrate to FNS that a 
fiscal month system would be more ef- 
ficient than a calendar month system. 
This fiscal month can be a standard 
period (e.g., 15th to the 15th) for all 
households or households in a certain 
category, or the fiscal month can 
begin from the date of each house- 
hold’s application (rolling month). 


“For any particular new applicant, with 
recent or imminent changes in income, the 
definition of month of application could 
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Determining income. The proposed 
regulations continued the current 
policy of basing eligibility and benefits 
on anticipated income. However, the 
proposal made clear that if the 
amount or date of receipt of income is 
uncertain, the income should not be 
counted. Averaging income was per- 
mitted at client option, provided that 
the difference in highest and lowest 
monthly income did not exceed $50. 
For the self-employed and those under 
contract who derive annual incomes in 
periods less than a year, the Act and 
proposed rules require that income be 
averaged over a 12-month period. The 
rules also proposed that households 
receiving scholarships, deferred educa- 
tional loans, or other educational 
grants shall have such income, after 
exclusions, averaged over the period 
for which the scholarship or loan was 
intended to cover. 

Nearly 500 comments were received 
on this portion of the regulations. The 
most frequent public comment sug- 
gested that the income of seasonal 
farmworkers be disregarded, as their 
income is too erratic to anticipate. 
State and local agencies were fre- 
quently concerned with the use of the 
proposed multipliers for converting 
income received on a weekly (4.3) or 
biweekly (2.15) basis. Some recom- 
mended using 4.333 and 2.167 to con- 
form to the AFDC factors for weekly 
and biweekly income conversions. 

State and local agencies strongly 
supported the position that house- 
holds should always have the option 
to average and that the $50 maximum 
variance on income, in order to aver- 
age, should be removed. Other com- 
menters suggested using a higher 
maximum monthly variance. The 
Social Security Administration com- 
mented that SSI and social security 
households could not income average 
since the variance in their income 
could be more than $50. For instance, 
if the first day of the month falls on a 
weekend or Monday that is a holiday, 
checks are mailed on the Friday 
before and are often received before 
the end of the- month. Thus, a house- 
hold could receive two SSI checks in 1 
month and none the next. Other com- 
menters suggested that PA households 
be excluded from averaging because of 
the indefinite certification periods 
often extended to these households. 

In the final rules, the Department 
has eliminated the restriction that 


affect the benefit level for the month of ap- 
plication. Choice of the definition could in- 
crease or reduce benefits for that time 
period, compared to the level that would 
have been calculated for any given house- 
hold using the calendar month approach. 
Nonetheless, all these methods are consist- 
ent with the Act and the final rule will pro- 
vide the Department with additional flexi-« 
bility to accomodate the demonsirated 
needs of the State agencies. 


income cannot be averaged if monthly 
differences exceed $50. The household 
may either average income or have 
food stamp benefits determined by the 
exact amount. of income anticipated 
for each month at the household’s 
option. The Department has decided 
to allow the household to balance the 
convenience of income averaging 
“* * * against the importance of focus- 
ing on exact monthly income.” 43 FR 
18891. The rule will reduce the admin- 
istrative burden on the State agency. 
In addition, the final rules provide 
that destitute households and public 
assistance households subject to a 
monthly public assistance reporting 
requirement may not elect to have 
income averaged. Destitute house- 
holds’ applications are processed on an 
expedited basis with a special income 
calculation which may disregard cer- 
tain anticipated income. The Depart- 
ment believes that entitlement to 
benefits based on a single month’s 
income is more imperative for desti- 
tute households than for other house- 
holds. This would be especially on 
point where the average amount 
would greatly overstate the first 
month’s income for a destitute house- 
hold. Moreover, computation of aver- 
aged benefits might delay the certifi- 
cation process for households in need 
of expedited service. 

Public assistance households subject 
to a mandatory monthly PA reporting 
requirement also represent an excep- 
tion to the rule of income averaging at 
household option. Information is 
available to State agencies with a 
monthly reporting requirement con- 
cerning recent changes in income. To 
fulfill food stamp reporting require- 
ments, State agencies with a monthly 
reporting requirement must also re- 
quire the household to report if the 
change will continue beyond the PA 
report month. In addition, State agen- 
cies adjust the PA household’s month- 
ly benefits based upon the most recent 
monthly report. Since the State 
agency assigns a lengthy PA redeter- 
mination period and then has the abil- 
ity to adjust the level of benefits based 
upon anticipated income changes, the 
Department contends that a variable 
basis of issuance more accurately rep- 
resents the true income picture than 
income averaging, and will not impose 
additional burdens on the household 
or the State agency. 

The final rules permit State agencies 
to use the public assistance conversion 
factors for multiplying weekly or bi- 
weekly income to obtain monthly 
income. State agencies may also use 
the exact monthly figure if it can be 


55> Note, under ‘sec. 5(f) of the Act and 
these regulations that the State agency may 
not average income which is not reasonably 
anticipated to be received during the certifi- 
cation period. 


FEDERAL REGISTER, VOL. 43, NO. 201—TUESDAY, OCTOBER 17, 1978 





obtained for the 
period. 


Determining deductions. The De- 
pariment proposed to deduct 
allow<able expenses on an as billed 
basis. This procedure was adopted 
from a rulemaking dated November 
10, 1977 (42 FR 50916), which allowed 
utility expenses on an as billed basis. 
Expenses billed on other than a 
monthly basis shall be averaged for- 
ward over the period the billing is in- 
tended to cover or deducted at the 
household’s option in the month 
billed. The regulations also proposed 
that households could elect to have 
expenses averaged over the certifica- 
tion period if the anticipated differ- 
ences between the highest and lowest 
amounts were $25 or less. . 


Over 300 comments were received on 
this provision. Generally, advocate 
groups and members of the public ap- 
proved the section. Over 20 approved 
the section as written and more than 
200 approved using the “as billed” 
rather than the “as paid” methodolo- 
ey for determining the amount of the 
deduction. State agencies were primar- 
ily concerned with the averaging pro- 
posal. They were most interested in 
permitting averaging regardless of 
how much monthly variation there is 
in the bills since that approach could 
greatly reduce State agency computa- 
‘tional burdens and might result in 
longer certification periods for partici- 
pant households. 


The final rules delete the restriction 
on averaging fluctuating expenses 
which exceed $25, and allow the hou- 
shold to decide whether to expense 
average: The Department has decided 
te allow the household to balance the 
convenience of expense averaging 
against the importance of using exact 
monthly billings. The remainder of 
the section was not changed. The De- 
partment is satisfied with the success 
of the “as billed’ methodology. As 
noted in the proposal, that approach 
“is more convenient for program par- 
ticipants and administrators alike.” 
Moreover, the Department continues 
to hold that “paying” and ‘“‘billing”’ 
(for the kinds of expenses allowed) are 
virtually synonymous. Most comments 
expressed approval for the “as billed” 
approach. 


entire certification 


Determining eligibility and bene/iis. 
The proposed rules provided for 
rounding computations by dropping 
cents at various stages in the computa- 
tion, with the exception of shelter 
costs. Exact shelter costs would have 
been computed and any cents in the 
total figure would be dropped prior to 


“State agencies, consistent with current 
regulations (43 FR 1611; Jan. 11, 1978), are 
not permitted to average past utility bills to 
arrive at an anticiapted amount. 
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subtracting that shelter figure from 50 
percent of income, 

Fewer than 50 comments were re- 
ceived on this provision. Most com- 
ments on the computations criticized 
requirements found in the Act. State 
and local agencies expressed some con- 
cern with the rounding procedures, 
but there was no consensus of opinion. 
The rules, as explained in the pream- 
ble to the proposal, remain un- 
changed. 


Destitute households anticinating 
income. The proposed regulations es- 
tablished special eligibility and benefit 
calculation procedures for househoids 
which had no current income but 
which anticipated income from a new 
source during ‘the month. This pro- 
vided destitute households with cou- 
pons for periods of the month when 
they were to be without income. For 
purposes of the proposed special 
income procedure, the month was di- 
rided into two distinct periods. In the 
proposal, the first period encompassed 
the time in which the household was 
to be without the new income (prein- 
come pericd); the second period in- 
cluded that portion of the month in 
which the new income was anticipated 
(postincome period). To determine 


how much of the month would fali 
into the two respective periods, the 
month was divided into quarters and 
the allotment levels were distributed 
evenly over each quarter. Eligibility 
and the level of benefits were then cal- 
culated separately for the preincome 


and postincome periods. The exact de- 
tails of this intricate system are fully 
explained on pages 18892-18893 of the 
proposal. 

s 


Over 1,700 comments were received 
with the majority disapproving of all 
or a part of the provisions. The two 
major concerns were: (1) When should 
a household be considered destitute; 
and (2) what income should be used in 
the income calculation. Generaily 
speaking, there were 9 alternative defi- 
nitions of what constituted a destitute 
household and 10 suggestions about 
what income should be counted. There 
was consensus on only one point—ev- 
eryone disliked the quarter system. 
The majority of commenters recom- 
mended that a Gutierrez*’ type ap- 
proach be implemented for ail desti- 
tute households, desregarding nonre- 


57 Gutierrez v. Buiz, 445 F. Supp. 827 (D.C. 
1976), provided for a half-rmonth certifica- 
tion for newly arrived destitute migrant 
farmworkers anticipating income prior to 
the 15th of the month and the disregard of 
that initial payment for the first period of 
eligibility. Those destitute migrant farm- 
workers which anticipated income after the 
15th would be cer xd for 1 month. The 
initial payment from a new source of 
income would also be disregarded in calcu- 
lating household income. 
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curring ** income that wouid not be re- 
ceived until later in the month. Most 
commenters preferred giving the 
household a full l-month allotment if 
the monthly income minus deductions 
came to zero. State agencies strongly 
objected to the proposed quarterly 
system as extremely and unnecessarily 
complicated. 

ased on comments, the Depart- 
ment has decided to replace the desti- 
tute income calculation procedure 
with a less complicated system. In the 
new procedure the goal is the same, 
i.e., to provide a special eligibility and 
benefit calculation for households who 
have no current income, but may an- 
ticipate incorae from a mew source 
later in the month. However, the com- 
plicated quarter system of calculating 
benefits is eliminated. The final rules 
modify the Gutierrez income disregard 
rules to make them consistent with 
the statutory changes, to expand their 
scope to ail households in need of im- 
mediate assistance rather than just to 
migrants, and to facilitate the certifi- 
cation of destitute households. 

As noted in another section of this 
preamble, the final rules require State 
agencies to process applications on an 
expedited basis for all households with 
zero net income for the month of ap- 
piication. State agencies must also 
process households determined to be 
destitute under these special calcula- 
tion procedures on an expedited basis. 

s a result State agencies shall first 
determine if a household anticipates 
zero net income for the month of ap- 
plication. If a household does not 
qualify for expedited service based on 
zero income then the household 
has to meet two basic criteria to quali- 
fy for the special calculation and expe- 
Gited processing procedures: (1) The 
household must not anticipate receipt 
of income of more than $25 from the 
new source by 10 calendar days of the 
date of application; *» and (2) any 
income of more than $25 received be- 

ween the first of the month of appli- 
cation and the date of application 
must be from a terminated source. 
The final rule continues the concept 
of income from terminated and new 
sources, although more detail has 


net 


583Nonrecurring income referred to the 
first payment from a new employer. The 
Department opposed the Gutierrez income 
disregard in the initial proposal! since the 
“total disregard of income from a new 
source, particulary if the household aniici- 
pates receipt within a few days, would sig- 
nificantly understate the household’s finan- 
cial circumstances:** * *” 43 FR 18892. 

59As noted earlier, travel advances shall 
not trigger the recurring income test. More- 
over, nominal wage advances (less than $25), 
shall not be regarded as the first of a series 
of periodic payments and thus shall not 
trigger the recurrrent income rule. The ad- 
ministrative inconvenience of dealing with 
small irregular payments, in terms of expe- 
dited service, did not seem justified. 
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been added to the regulations to 
define when a source has been added 
or lost and what constitutes a source. 
Income is considered from a terminat- 
ed source if no income is anticipated 
from that source in the balance of the 
month or in the following month. 
Income shall be considered from a new 
source if it was not received from that 
particular source in the preceding 30 
days. Receipt of wage advances of less 
than $25 and travel advances shall not 
affect the determination of destitu- 
tion. However, if income is. normally 
received less often than monthly, the 
normal interval between payments 
shall be substituted for the foliowing 
month or for the preceding 30 days. 
Thus, the next anticipated payment 
from a source which makes periodic 
paymenis to the household may not 
be disregarded even if the regular in- 
terval between payments is lengthy.® 

The Department admits that for any 
particular household the 10-day rule 
may not be as appropriate as a 7 or 13, 
or whatever, day rule. To avoid unnec- 
essary complications, that could delay 
processing for expedited service house- 
holds as well as regular participants, 
the Department has adopted this uni- 
versal 10-day rule. As noted in pream- 
ble to the proposal, the Gutierrez 
methodology (which disregarded ali 
new payments up to 30 days after ap- 
plication) was developed to avoid ‘“‘sit- 
uations in which the anticipation of 
income resulted in a coupon purchase 
requirements which destitute migrants 
could not pay since the income was 
not currently available.” [Emphasis 
added.} The purchase requirement is, 
however, eliminated by these rules ob- 
viating the basis for the Gutierrez rule 
for migrants. Moreover, the 10-day 
rule is hereby adopted to determine 
which households, in addition to those 
households already at zero het month- 
ly income, are entitled to expedited 
service. In this way, the purpose 
behind the Gutierrez decision is car- 
ried out in a manner consistent with 
the new Act. 

In addition to requiring State agen- 
cies to process applications of house- 
holds determined to be destitute on an 
expedited basis, the final rules set a 
special income calculation. All income 
which is received in the month of ap- 
plication, but prior to the date of ap- 
plication, is considered in determining 
eligibility and the level of benefits. 
incoine from a new source which is an- 
ticipated in the remainder cf the 
month shall be disregarded,®' because 


sregard, for ex- 
ample, of what could be substantial quarter- 
ly or semiannual payments which are in- 
tended to provide the household with 
income for the entire 3- or 6-month period. 
“As soon as a household first receives a 
payment from a new source (except for an 
incidental wage advance or a travel advance) 
subsequent payments would be counted as 
recurring income. 
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this income is not available to meet 
the household’s immediate living ex- 
penses. 

A household is entitled to the special 


- destitute procedures at initial applica- 


tion and at recertification, but only 
for the first month of the certification 
period. 

Certification periods. Under the pro- 
posed regulations, the minimum certi- 
fication period was 1 month and the 
maximum was a year. The regulations 
further proposed that the houscholds 
be assigned the longest certification 
period possible in light of household 
circumstances. At the time of certifica- 
tion, the State agency had authority 
to increase certification periods of 3 
months or less by 1 month, if the cer- 
tification process was completed after 
the 15th day of the month of applica- 
tion. The rules stated procedures for 
coordinating the reviews of public as- 
sistance (PA) and general assistance 
(GA) households with recertification 
interviews for food stamps. State agen- 
cies could have assigned definite or in- 
definite certification periods -depend- 
ing on the timeliness of PA/GA re- 
views. In order to enable State agen- 
cies to forward timely notices of expi- 
ration to PA/GA households, the pro- 
posed rules allowed the certification 
period to expire the month after the 
PA/GA review. 

Just over 300 persons commented on 
this provision, with nearly 200 positive 
comments. Many agreed with allowing 
the longest possible certification peri- 
eds since short certification periods 
create hardships both on participants 
and State agencies. The most common 
recommendation was to require a Ccer- 
tification period of at least 1 year for 

Ider persons with stable incomes to 
end neediess recertifications. A few 
commenters felt that certification pe- 
riods shculd conform as much as possi- 
ble to calendar months. Most individ- 
uals who specifically addressed PA cer- 
tification periods felt that food stamp 
certification periods should conform 
to PA certification periods regardless 
of length. Some suggested that when a 
certification period of less than 3 
months was assigned the eligibility 
worker should document the reasons 
for the short certification period and 
explain those reasons in writing to the 
household. Some advocacy groups 
wanted to delete the reference to “day 
laborers” and ‘‘migrant workers’ to 
avoid causing unnecessary use of 1- 
month certification periods for those 
persons. 

The Department has not made sub- 
stantive changes on establishing certi- 
fication periods in the final rules. 
However, several paragraphs have 
been revised to clarify some provi- 
sions, particularly with respect to PA/ 
GA households. 


In the final rules, State agencies are 
required to assign certification periods 
that will allow the closest possible co- 
ordination, of the PA/GA redetermi- 
nation process and the food stamp re- 
certification process. Households in 
which all members are contained in a 
single PA/GA unit shall be recertified 
at the same time they are redeter- 
mined for PA/GA benefits, or be as- 
signed a 12-month certification period, 
whichever is shorter. The only excep- 
tion is that State agencies which re- 
quire monthly PA reporting with a 12- 
month redetermination period, shall 
assign a 14-month certification period. 
This procedure avoids needless paper- 
work and recalculations of food stamp 
benefits and achieves a closer coordi- 


-nation between the food stamp and 


PA programs. 

For households which contain more 
than one PA/GA unit, State agencies 
shall assign certification periods based 
on one unit’s redetermination. For 
households in which some but not all 
members are included in PA/GA units, 
the State agencies may assign a certifi- 
cation period that coincides with the 
PA/GA unit if the food stamp house- 
hold’s circumstances are stable. If the 
food stamp household’s circumstances 
are unstable, a shorter certification 
period may be more appropriate. 

The final rules continue to require 
State- agencies to assign the longest 
certification periods based on the pre- 
dictability of the household’s circum- 
stances. Criteria for assigning various 
periods from 1 to 12 months have been 
edited to emphasize that once a house- 
held’s financial and nonfinancial cir- 
cumstances have been assessed as 
stable or unstable, the guidelines for 
the appropriate certification period 
must be followed. 

Identification (ID) cards. The pro- 
posed rules required that ID cards be 
serialized and handled as accountable 
documents. The rules also allowed 
State agencies to use photo ID's if the 
household consented, provided that 
unwillingness or Inability to be photo- 
graphed would not affect eligibility or 
benefit levels. 

Over 400 responses were received on 
1D cards, almost all were critical. State 
and local agencies strongly objected to 
seriaily numbered ID’s because of the 
aaminis? e complexities and ex- 
penses which would result. In addi- 
tion, a substantial number of advo- 
cates objected to photo ID’s. They felt 
that eligibility workers might refuse to 
certify clients who would not consent 
to have their pictures taken. 

In the final rules, the Department 
has mace the use of serially numbered 
1D’s optional for State agencies. The 
rules continue to permit State agen- 
cies to use photo ID’s. However, State 
agencies may not deny benefits be- 
cause any household member is unable 
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or refuses to be photographed. Photo 
ID’s are permitted under current de- 
partmental rules upon household con- 
tents, and so far as the Department is 
aware, those provisions have not been 
abused by State agencies. 


ACTION ON HOUSEHOLDS WITH SPECIAL 
CIRCUMSTANCES 


Self-employed households, The Act 
and proposed rules continued to ex- 
clude the cost of producing self-em- 
ployment income. The Department 
added depreciation in the proposed 
rules as a cost of doing business and 
allowed self-employed individuals to 
claim the 20-percent earned income 
deduction. As under current rules, cap- 
ital gains were included as income. 

Over 100 comments were received on 
this provision, mostly from State and 
locai agencies. The depreciation proce- 
dures were regarded as the major 
problem. State agencies were extreme- 
ly critical of the proposal which re- 
quired eligibility workers to: (1) calcu- 
late straight line depreciation; (2) take 
into account acquisitions and retire- 
ments of capital assets; (3) allow for 
noncapital repairs to capital assets; 
and (4) use the IRS Asset Depreci- 
ation Range Tables. Most States felt 
that the computations would be com- 
plicated, confusing, time consuming, 
and unreliable. Several States recom- 
mended that only amounts listed on 
last year’s tax return be allowed as a 
business income exclusion. The De- 
partment agrees with the overwhelm- 
ing criticism of State agencies and re- 
stricts the income exclusion in the 
final rules to that which is claimed in 
the household’s most recent tax form 
or amended tax return.® The Depart- 
ment recognizes that this approach 
could increase or reduce the total 
yearly depreciation for any particular 
household, compared to that which 
would have been allowable under the 
proposed regulations (i.e., the project- 
ed depreciation for the current tax 
year). ®* 

However, depreciation is not intend- 
ed to accurately reflect net income, 


** Self-employed persons which have not 
filed for a depreciation allowance the prior 
year, and thus are denied the food stamp 
depreciation exclusion, may file a regular or 
amended tax return to obtain a food stamp 
depreciation exclusion for future months. 

* Even by using a consistent tax depreci- 
ation approach, purchases, retirements, or 
changes in the usage of capital assets would 
result in a difference between the yearly de- 
preciation amounts. Of course, use of the 
prior year’s return, instead of a projecied 
approach, could comparatively lower annual 
food stamp benefits if last year’s depreci- 
ation allowance was less than the current 
year’s depreciation projection. Thus, owners 
of businesses which are rapidly expanding 
(acquiring capital assets) might be less fa- 
vorably treated in terms of the program 
than owners of businesses curtailing oper- 
ations (not purchasing as many capital 
assets as in the prior year). 
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which should be a consideration for a 
food assistance program. Depreciation 
methods provide a means to offset the 
original purchase price of a capital 
asset * against future earnings, regard- 
less of how or when the purchase price 
is actually paid. However, regarding 
the types of self-employed persons 
who might be eligible for food stamps 
(usually owners of small businesses 
without large investments in -assets), 
the final rule should represent a rea- 
sonable methodology to provide some 
allowance for depreciation. 

Moreover, for long-term partici- 
pants, the choice of the final regula- 
tory depreciation procedure, as com- 
pared to the proposed procedure, 
would not affect the total depreciable 
amount for any given asset, but would 
only affect the rate at which the asset 
could be depreciated. 

The Department also revised the 
regulatory language to note that the 
certification period for a household re- 
ceiving self-employment income is the 
period of time that the income is in- 
tended to support the household. The 
State agency, in consultation with the 
household, shall make this determina- 
tion. For example, some self-employed 
households, such as farmers, clearly 
derive their support on an annual 
basis and thus will have their income 
annualized, 

Boarders. The proposed rules con- 
tain a special income calculation for 
boarders and provide that boarders, 
and boardinghouse proprietors, may 
be eligible as food stamp households 
in their own right. 

Most of the nearly 40 comments on 
this section showned confusion on how 
the income calculations would be han- 
died. For instance, several commenters 
asked if boarders’ food stamps can be 
accepted as room and board payments. 
Another concern was the procedure 
for handling eligible households which 
pay board to a food stamp household. 

The final rules revise the procedure 
for calculating the cost of doing busi- 
ness for eligible households with 
boarders. A deduction from the 
boarders’ payments shall be allowed 
for the cost of the thrifty food plan 
for a household size that is equal to 
the number of boarders, or the actual 
documented cost of providing room 
and board, if higher, provided that in 
no case will the deduction exceed the 


**Capital assets are normally those busi- 
ness assets which produce income for longer 
than 1 year. 

®=The House Report noted that the cur- 
rent prohibition on providing an allowance 
for payments on the principal of the pur- 
chase price for capital assets should be con- 
tinued under the new Act. 

% The final approach could more accurate- 
ly reflect available met business income 
than, for example, the current month’s pro- 
jected straight line, declining balance, or 
sum-of-the-years’ digits depreciation. 
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payments for lodging and meals made 
by the boarders. Thus, net self-em- 
ployment business losses could not be 
substracted from other sources of 
household income. The Department 
dees not believe that indirectly subsi- 
dizing failing businesses is appropriate 
under the Act. 

Treatment of income and resources 
of disqualified members. This section 
proposed a procedure for handling the 
income, resources, deductible ex- 
penses, eligibility and benefit levels 
for houscholds with members disquali- 
fied for fraud or disqualified for fail- 
ure to meet student werk registration 
requirements during the school year. 

Nearly 250 comments were received 
with the majority recommending that 
only income actually contributed to 
the household by the disqualified 
member be counted in household 
income. The reason most often given 
was that it is unfair to assume that 
the prorated shares, counted under 
the proposal, would be made availabie 
to the remainder of the household. 

As stated in this preamble, and the 
preamble accompanying the proposal, 
the legisiative intent in disqualifying 
household members was clearly to 
reduce the household’s benefits at 
least in proportion to the reduction in 
household size.” A household with a 
disqualified member can potentially 
receive increased benefits if the dis- 
qualified household member’s income 
is not included on a pro rata basis. As 
a result, the final rules on treating 
income and resources of disqualified 
members have not been changed. Oth- 
erwise, as noted in the proposal the 
household and the disqualified individ- 
ual could benefit by intentionally de- 
frauding the program or intentionally 
failing to comply with the student 
work registration requirements. 

Treatment of income and resources 
of other nonhousenold members. The 
proposed rules do not consider the 
income and resources of ineligible 
aliens or SSI recipients in cash-out 
States as available to the household. 
The proposal provided that the house- 
hold was entitled to a deduction for 
expenses it actually paid and was enti- 
tied to a deduction on a pro rata basis 
for expenses which are shared (with 
ineligible aliens, SSI recipients in 
cash-out States or other persons not 
considered food stamp household 
members). 

Of nearly 25 comments, most con- 
cerned ineligible aliens. The majority 
of commenters recommended that the 
income of an ineligible alien be prorat- 
ed and counted as income to the re- 
maining members of the household. 


s*Senator Dole pointed out in the Con- 
gressional Record (Sept. 9, 1977, S. 14578), 
that it was not intended that a household 
benefit if one or more of its members was 
disquaified for fraud. 
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One commenter recommended that a 
household be allowed deductions for 
f f an ineligible alien if 


yousehold hes a iegal cbligation to 
pay these expenses. 

The Department does 
that most commenters were aware 
that cach payments from the nen- 
household member (for example, and 
ineligible alien living with the house- 
hold) to the household were to be con- 
sidered as household income. The 
final rules restate that principle in 
§ 273.11(d). Moreover, the Depariment 
continues to endorse the basis for the 
inceme and resources disregard policy 
for SSI recipients in cash-out States 
and for ineligible aliens. As stated in 
the proposal, since the “ineligibility of 
certain aliens and SSI recipeints in 
cash-out States is predetermined by 
the Act and is not intended to be a 
penalty, the Department believes no 
penalty should be suffered by the re- 
maining eligible household members 
by having a pro rata share of the ineli- 
gible member’s income counted.” 

Addicts and alcoholics. The Act au- 
thorizes as food stamp households 
narcotics addicts or alccholics who live 
under the supervision of a private non- 
profit institution for the purpose of 
regular participation in a drug or alco- 
holic treatment program. The May 2, 
1978, regulations designated the treat- 
ment center as the addicts’ and alco- 
holics’ authorized representative. The 
center would apply on behalf of th 
addict or alcoholic and would be liable 
for any overissuances. The rules also 
proposed that a household receive 
one-half of its coupon allotment if the 
addict er alcoholic left pricr to the 
16th day of the allotment month. A 
penalty of disqualification as a retailer 
was proposed for treatment centers 
which were found to have misused 
coupons or committed fraud. 

There were 27 comments on this sec- 
tion, 21 of which were from State and 
local agencies. The largest number of 
commenis concerned disqualifying 
treatment centers, there was some 
confusion on whether FNS would 
retain responsibility for these disquali- 
fications. Other comments discussed 
the return of the coupon allotment to 
the household, strengthening report- 
ing requirements, and clarifying that 
residents of treatment centers should 
be certified as one person households. 

The final rules clarify the proce- 
dures for certifying residents of addict 
or alcoholic treatment and rehabilita- 
tion programs. It is explicit that each 
eligible resident shall be certified as a 
ene-person household. The _ State 
agency shall require a list of currently 
participating households, on either a 
monthly or a semimonthly basis. FNS, 
rather than the State agency, shall 
disqualify the treatment centers when 


not believe 
2 T 
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necessary in accordance with § 278.6. If 
FNS disqualifies an organization or in- 
stitution as an authorized treatment 
program, the State agency shal! sus- 
pend the center’s authorized repre- 
sentative status for the same period of 
time as the FNS disqualification. 


REPORTING CHANGES 


Household responsibility to report. 
In the May 2 regulations, the Depart- 
ment proposed that households be re- 
quired to report all changes in income. 
Two alternative proposals were also 
offered in the May 2 preambie: (1) 
The household would report all 
income changes, but the State agency 
need not act on monthly changes of 
$16 or less; (2) the household would 
only report monthly changes in 
income of $20 or more. The $20 was to 
aoply separately to each income 
source and not be cumulative. The 
State would act on any changes re- 
ported. The Department further pro- 
pesed that households be required to 
report changes in dependent care or 
shelter costs only at recertification. 

The largest number of commenters 
preferred the second alternative, only 
reporting changes in income of $20 
more. However, the second largest 
number of commenters preferred the 
current procedures for reporting 
changes with a $25 minimum. 

Based upon comments citing the ad- 
ministrative difficulties ef the three 
reporting procedures offered in the 
proposed rules and the _ surprising 
number of comments supporting the 
current procedure, the Department 
has chosen to continue the current 
policy of requiring households to 
report all changes in monthly income 
over $25 within 10 days after the 
change becomes known to the house- 
hold. The State agency shail take 
action on all changes reported, even 
changes that are less than $25. The 
Department continues to exempt 
households from reporting changes in 
their public assistance grants since 
this information is available to the 
State agency. Households are also re- 
quired to report changes in household 
composition, changes in residence, the 
acquisition of a licensed vehicle not 
fully excludable under reseurce rules, 
and the acquisition of cash on hand, 
stocks, bonds, and money in a bank ac- 
count or savings institution when that 
acquisition reaches a total of $1,750 or 
more. The Department believes that 
the acquisition of that much cash on 
hand (or its equivalent) is indicative of 
the need to determine whether the 
household has exceeded the statutory 
resource limitation. © 


The $1,750 eligibility resource limit, 
found in the Act, applies to the great major- 
ity of households. To avoid having to notify 
households as to whether the $1,750 or the 
$3,000 limit applied, the Department adopt- 
ed this universal rule. 


Report form. The Act’ and proposed 
rules require that households renecrt 
changes in income or household cir- 
cumstances on a form designed or ap- 
proved by the Secretary. Some com- 
menters were concerned that informa- 
ticn unique to each household, which 
the proposal required be printed on 
the form by the State agency, would 
create an unnecessary administrative 
burden on the State agency. Many 
States do not have the capability to 
itemize the gross income of each 
household member as required in the 
proposal. As 2 result, the State agency 
would be burdened with an additional 
processing requirement.® Other com- 
menters discussed the relationship be- 
tween the proposed reporting require- 
ment and the method of anticipating 
income for determining eligibility and 
level of benefits. There was some con- 
cern that a reported change might 
cause an adjustment to the house- 
hoid’s basis of issuance, although that 
change would not continue through 
the rest of the certification period. 
There were also 300 comments on the 
postage paid provision, 200 of which 
were favorable. 

The final rules provide that the 
report form shall contain a space for 
the household to report whether the 
reported change shall continue beyond 
the report month. The Department 
has made optional the requirement 
that the form include the amount of 
gross income used to certify the house- 
hold, itemized by household member, 
and the source and frequency of the 
income. While the Department en- 
courages States to include this infor- 
mation in its report form, some States 
do not currently have the capacity to 
conform to the requirement. The rules 
will continue to require that a postage 
paid return envelope be enclosed with 
the report form. States complained 
that this requirement is an excessive 
expense. However, State agencies can 
obtain a business reply permit and be 
charged only for envelcpes actually re- 
turned through the mail. (Each piece 
of mail is charged at the first-class 
rate plus an accounting fee.) The De- 
partment believes that having postage 
paid return envelopes may encourage 
more reporting. In addition, the De- 
partment is considering a study in a 
few project areas to determine if dif- 
ferent delivery methods (e.g., mail 
versus giving the form to households 
during the interview) would have an 
effect con the number of changes that 
households report. 

State agency action on changes. The 
proposed rules set standards for State 
action to change a household’s eligibil- 
ity or level of benefits. The standards 


"The Michigan State agency indicated 
that this requirement would create serious 
data processing problems with its automat- 
ed data system. 
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were divided into changes which in- 
creased benefits and changes which 
decreased benefits. The Department 
also provided rules for expediting ac- 
tions when a household reported a 
change which reduces its gross income 
by $50 or more or reported an addi- 
tional household member that is not a 
certified member of another house- 
hold. State agency action on reported 
changes was required within 2 or 10 
days or no later than the next allot- 
ment, depending on the nature of the 
change and the impact on benefit 
levels. 

A number of State and local agencies 
were opposed to the timeliness stand- 
ards, particularly expedited action on 
certain changes, as being overly time 
consuming and complicated to the 
extent that other program services to 
eligible households might be delayed. 

The Department has revised the 
State requirements for acting on 
changes. First, the final rules provide 
that the date a change is reported is 
the date the State agency receives a 
report form or is advised of the change 
by phone or by personal visit. The 
postmark date plus 2 days rule ap- 
peared a needless complication. 

The timeliness standards have 
changed to accommodate verification 
requirements and increase administra- 
tive efficiency. The rules for expedited 
action on certain changes have been 
replaced with rules for taking action 
on changes which are reported late in 
the month. As a result, the rules now 
state that all changes which result in 
an increase in benefits shall be effec- 
tive no later that the first allotment 
issued 10 days after the date the 
change was reported to the State 
agency. Changes which increase the 
household’s allotment because gross 
income decreases by $50 or more, or 
because a new household member is 
added who is not a member of another 
certified household, must be effective 
the month following the month the 
change was reported. If the change is 
reported after the 20th of the month 
the State agency must provide the 
household with an opportunity to re- 
ceive the increased benefits by the 
10th of the month following the 
month the change was reported, or by 
the household’s normal issuance cycle 
in that month, whichever is later. The 
State agency can issue a supplemental 
ATP or use and alternative method to 
provide the increased benefits. In addi- 
tion, households must provide the re- 
quired verification prior to issuance of 
the second normal monthly allotment 
in order to continue to receive the in- 
creased benefits. 

These revised rules are responsive to 
State agency concerns that sufficient 
time be allotted to process reported 
changes. The rules also allow State 
agencies to set the same processing 
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standard for nearly all changes. Only 
certain changes that are reported late 
in the month, and are of a lesser 
nature are given a longer time frame. 
As a result, the new processing dead- 
lines accommodate State agency con- 
cerns and the needs of households 
which report more drastic changes. 

Failure to report. The Department 
proposed that State agencies file a 
claim against a household for benefits 
to which it is not entitled because of a 
failure to report a change. There were 
some comments that this section does 
not address 2 household’s right to a 
notice of adverse action, or the 
changes for which a household is 
liable for not reporting. The final 
rules clarify that a household is enti- 
tled to a notice of adverse action if the 
discovery of a household’s failure to 
report results in a reduction or termi- 
nation in benefits during a house- 
hold’s_ certification period. Also, a 
household is only liable for overis- 
suances caused by failure to report 
changes that are required by these 
regulations. 

Mass changes. Procedures were pro- 
posed for changes initiated by the 
State or Federal Government which 
may affect the entire caseload or sig- 
nificant portions of the caseload. The 
special procedures are separated into 
four categories: (1) Federal adjust- 
ments to eligibility standards, allot- 
ments, and deductions, and State ad- 
justments to utility standards; (2) 
mass changes in public assistance; (3) 
mass changes in Federal benefits; and 
(4) mass changes resulting from imple- 
mentation of the Food Stamp Act of 
1977. Comments supporting and op- 
posing this provision were about 
evenly divided. Adverse comments cen- 
tered on the problems of converting 
the State caseload in a mass change. 

Final rules for mass change proce- 


dures are the same as proposed except . 


that all States with the automated 
processing capability shall handle indi- 
vidual changes in Federal benefits as a 
mass change. For example, if social se- 
curity records can be cross-checked 
with State food stamp records by an 
automated system, social security 
changes affecting any given household 
shall be handied by the State agency 
as @ mass change. i 

Reporting changes for PA house- 
holds. The change reporting proposals 
applicable to PA food stamp house- 
holds were essentially the same as 
those currently in effect. Any differ- 
ences reflect the deletion of the cate- 
gorical eligibility of PA households by 
the new Act. 

The Departmen received many 
comments pertaining to these provi- 
sions. Generally, they were critical of 
certain aspects of this section. The 
largest number of commenters were 
concerned that changes reported to 
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PA eligibility workers would not be re- 
flected in the household’s food stamp 
file. Proposed solutions to this prob- 
lem included requiring the PA food 
stamp households report changes to 
both PA and food stamp eligibility 
workers or, for example, establishing a 
system whereby the PA household 
would obtain a receipt for the report- 
ed change so that the worker would be 
accountable for acting on it. However, 
he Department believes that lines of 
communication normally exist be- 
tween PA and food stamp .units in 
each State agency. In addition, the 
Department believes that any require- 
ment that households report the same 
change twice to the same agency 
vould be an added burden to the 
household. 

Commenters also opposed the prohi- 
bition on State agency termination of 
food stamp eligibility for households 
where insufficient information was re- 
ported to accurately judge what effect 
the reported change had on the house- 
hold’s food stamp eligibility. Some 
comments advocated that State agen- 
cies terminate the household’s partici- 
pation in both programs in these situ- 
ations. Commenters argued that the 
provision in the proposed rulemaking 
added needless complexity to the han- 
dling of reported changes. In addition, 
many commenters centended that, 
very often, changes in household cir- 
cumstances would have similar effects 
on the household’s eligibility for both 
the PA and food stamp programs. If 
action were withheld on the food 
stamp case, as the provision required, 
then ineligible household could receive 
food stamp benefits. 

However, the Department believes 
that any changes made in. a house- 
hold’s food stamp case should he based 
on information clearly indicating that 
a change is necessary. To terminate 
food stamp eligibility, without com- 
plete information, would represent a 
denial of due process. 

The Department did, however, make 
some changes in this section. Lan- 
guage was added to clarify how State 
agencies could merge their PA and 
food stamp change reporting systems. 
Specifically, the provisions explain 
how State agencies can adapt their PA 
monthly reporting system for use in 
the food stamp program. These final 
regulations allow State agencies to 
make such adaptations provided that 
any adaptation does not impose more 
stringent change reporting require- 
ments for food stamp purposes than 
are otherwise required by these rules. 
Thus, State agencies can adapt their 
PA reporting systems for food stamp 
use but cannot require monthly re- 
porting for houscheld information 
that is needed only for the food stamp 
program; cannot reduce or eliminate a 
household’s food stamp benefits 
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merely because the household fails to 
submit a monthly report; and, still 
must accept changes reported outside 
the reporting system. Further, if a 
State agency does adapt its PA report- 
ing system the State agency must still 
act on changes within the time frames 
established by these regulations. How- 
ever, households which use such a 
system do not have to report changes 
within 10 days; they can follow the PA 
scheduie for monthly reporting. 


Notice oF ADVERSE ACTION 


The proposed regulations required 
that the adverse notice period include 
an additional 2 days for mailing time. 
State ageffcies complained that the 
mailing time provision created unnec- 
essary differences between the food 
stamp advance notice period and the 
Department of HEW standard for the 
AFDC program. Moreover, State agen- 
cies complained that the allowance for 
mail lag and for weekends or holidays 
would create computer programing 
problems. To reduce the administra- 
tive complexities, State agencies are 
permitted to use the same adverse 
notice period for both their food 
stamp and public assistance caseloads. 
To protect households which request a 
hearing late in the notice period, State 
agencies must continue benefits, as if 
the request had been received on the 
prior working day, for requests re- 
ceived the day after 2 weekend or holi- 
day. 

State agencies also indicated that 
some computers that generate notices 
are not able to print the worker’s 
name on the notice as required by the 
proposal, Consequently, the require- 
ment that the worker’s name be on 
each notice has been deleted. Howev- 
er, the Department recommends that, 
if possible, workers’ names be printed 
on notices. This information could fa- 
cilitate the handling of household 
questions. 

Some commenters recommended 
that the adverse notice include the 
FNS regulatory citation upon which 
the action is based. This suggestion 
was not adopted because most eligibil- 
ity workers do not have access to Fed- 
eral regulations. The fina! regulations 
already require that the reasons for 
each denial or reduction of benefits be 
clearly written on each notice of ad- 
verse action. Iso, households can 
have the eligibility worker show them 
the State manual citation, which 
should conform to the Federal reguia- 
tions,” on which the adverse action is 
based. Furthermore, if the household 
questions the validity of a Staite 
manual provision, it may request a 
hearing on the action and the hearing 


The Department requires that each 
State Food Stamp Certification Manual be 
examined and approved by FNS. 
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authority will have to cite the FNS 
regulation supporting the hearing de- 
cision. 

Exemptions from notice. The pro- 
posed regulations provided for a 
waiver of adverse action for house- 
holds which wrote a statement ac- 
knowledging that the information pro- 
vided would result in a reduction or 
termination of benefits and that the 
household waived the right to the ad- 
vance notice. Many commenters disap- 
proved of this waiver and expressed 
concern that it would create problems 
for both households and States. Advo- 
cacy groups feared that households 
might not be made fully aware of the 
consequences of the rights’ waiver. 
State agencies were concerned that 
they might be accused of unduly pres- 
suring households to sign waivers. 
That issue, itself, could result in even 
more fair hearings. To avoid these 
problems, the waiver is deleted. 

Although comments criticizing the 
other waivers were also received, the 
remaining waivers remain intact as 
previously proposed for reasons dis- 
cussed in the proposal. One additional 
waiver has, however, been added for 
those cases where a household entitled 
to expedited service has been assigned 
a certification period of more than 1 
month pending receipt of the post- 
poned veriiication. [f the verification 
provided results in a change in the 
i10usehola’s eligibility or level of bene- 
fits, or the household fails to provide 
verification within 30 days, the regula- 
tions specify that the State agency 
shall terminate benefits or act on the 
change without sending a notice of ad- 
verse action. The waivers reduce State 
administrative expenses and process- 
ing burdens and could directly benefit 
households by allowing for longer cer- 
tification periods. If the waivers were 
eliminated, households would be re- 
quired to return to the certification 
office more frequently and States 
would have more applications to proc- 
ess. To provide more adequate notice, 
a clarification has been added to indi- 
cate that strikers must be advised that 
signing a waiver is an optional method 
to enable them to be certified for a 
longer period. 


RECERTIFICATION 


Nearly 300 individuals and groups 
commented on this section; most op- 
posed some aspect of the recertifica- 
tion rules. Many commenters suggest- 
ed: (1) Developing a short recertifica- 
tion form; (2) extending certification 
periods when there are no changes in 
income or household composition; and 
(3) eliminating interview requirements 
for PA, SSI, or GA recipients. 

The Department has no objection to 
State agencies using a short recertifi- 
cation form provided the short form is 
approved by FNS, contains enough in- 


formation to determine household eli- 
gibility, and provided that all eligibil- 
ity factors are later reviewed during 
the household interview. 

Allowing State agencies to extend 
the certification period when there are 
no changes in household income or 
composition is contrary to the Act. In 
explaining the statutory definition of 
certification period the House Report 
states: 


The food stamp program is not a program 
of permanent or continuing eligibility sub- 
ject to periodic review. It is a program of 
distinct and separate entitlements known as 
certification periods, which limit participa- 
tion in the program. When each such period 
ends for a household so does its eligibility 
*** The end of a certification period is, 
thus, the definitive cutoff of the right to 
participate in the absence of recertification. 


The Department did not eliminate 
the requirement for conducting a re- 
certification interview for PA, SSI, or 
GA recipients since the interview is a 
critical factor in the application proc- 
ess, and is necessary to assure that 
households are correctly certified.” 

At least one State agency objected to 
sending a notice of expiration since 
the client should already know when 
its certification period ends based on 
the notice of eligibility, the I.D. card 
and the ATP card. The Act, however, 
specifically requires that a notice of 
expiration be sent. Note that State 
agencies may send the notice of expi- 
ration with the household’s last ATP 
card as long as the ATP card is mailed 
within the time limit for mailing the 
notice of expiration. 

Several persons objected to the pro- 
posed time limit for sending the notice 
of expiration. At least one State 
agency suggested that the Department 
delete the prohibition against mailing 
the notice of expiration any earlier 
than 15 days prior to the household’s 
last month of certification. Deleting 
this prohibition would allow State 
agencies to mail the notice of expira- 
tion with the ATP card sent in the 
month prior to the household’s last 
month of certification. The Act, how- 
ever, requires that the household re- 
ceive the notice of expiration 
“* * * immediately. prior to or at the 
start of the last month of its certifica- 
tion period * * *."”. The Department 
believes that receipt of the notice 
nearer the end of the certification 
period would be a more effective in- 
centive to apply for recertification. 
Therefore, the proposed ruie is contin- 
ued. 

Because of the short period of time 
the State agency has to conduct an in- 


“The House Report stressed the impor- 
tance of the interview process and noted 
that public assistance recipients do not have 
a “perpetual! entitlement” to food stamps, 
even if the public assistance might be per- 
petual, but instead are “subject to distinct 
entitlements marked off by certification pe- 
rieds:*..° 
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terview, obtain verification, and deliv- 
er benefits, one State agency suggest- 
ed that they be allowed to schedule in- 
terviews during the 15-day period 
prior to the last month of the house- 
hoild’s certification period. Under the 
Basel.v. Butz court decision, State 
agencies cannot require that a house- 
hold appear for an interview before 
the last month of its current certifica- 
tion period. However, there is nothing 
which prohibits households from vol- 
untarily appearing for an interview 
prior to the Jast month. Therefore, 
language has been added which clari- 
fies that State agencies may schedule 
interviews prior to the last month of 
the a d’s certification period or 
prior to the date the application is 
timely filed, as long as the household 
is not denied for failing or refusing to 
appear for that interview. The regula- 
tions fur ther state that the State 
agency must schedule an interview on 
or after : he date the application was 
timely filcd if an interview has not 
been previously scheduled or the 
household fails or refuses to appear 
for an interview scheduled prior to the 
date the application was timely filed. 
Households that fail to appear for the 
interview scheduled after the applica- 
tion was timely filed shall lose the 
right to uninterrupted benefits, al- 
though the application shall not be 
denied at that point unless they have 
refused to cooperate. 

One State agency objected to mail- 
ing out —— forms with the 
notice of expiration. The regulations 
do not require that, ‘State agencies in- 
clude an application with the notice of 
expiration but instead encourage State 

agencies to do so. 

In § 273.14(c2), a phase which was 
included in the Base! regulations pub- 
lished on December 23, 1977 (42 FR 
64357) was deleted by mistake. The 

phrase ‘even if the State agency must 
provide an opportunity to partici pate 
outside of the normal issuance 
system” has been added to the end of 
the second sentence of the paragraph. 


Farr HEARINGS 


Locai level hearings. A total of 1,840 
individuals and groups commented on 
the proposed fair hearing procedures. 
The major opposition concerned the 
two-tiered system of hearings which 
provided for local level hearings with 
State level reviews. Approximately 350 
commenters, including 37 local agen- 
cies, were concerned that the two- 
tiered system wiil become inefficient 
since the local decision is subject to 
review at the State level. Many com- 
menters, however, were apparently 
not aware that the two-tiered system 
has been in use for years for both food 
stamp and public assistance hearings. 
Many commenters suggested that if 
the two-tiered system is retained, only 
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30 days be allowed to complete the 
process for each tier instead of the 
proposed 45 days (or the current 60 
days per tier). After careful considera- 
tion, the Department decided to allow 
45 days to complete the process for 
each tier, as proposed. Some State 
agencies presently experience difficul- 
ty in meeting the current 60-day 
standard for each tier. Also, upon im- 
plementation of these new reculations, 
States wiil face the tremendous task 
of redetermining the eligibility or 
basis of issuance of every household 
and may temporarily encounter a sub- 
stantial increase in fair hearing re- 
quests as a result of reductions or ter- 
minations of. benefits. Consequently, 
at this time, the Department will not 
further reduce’ the time allowed for 
processing fair hearings. 

Because of the negative criticisms 
about the two-tiered system, centering 
on local level hearings,” the Depart- 
ment will study these issues further to 
develop more information before in- 
troducing further changes. In _ re- 
sponse to criticisms concerning the po- 
tential for bias at local hearings, the 
Department added to the final regula- 
tions the requirement that the super- 
visor of the eligibility worker who took 
the contested action may not act as 
the hearing official in that case. 

Timely action on hearings. Many 
commenters also addressed the pro- 
posed 60-day single tier standard in 
which State agencies have to conduct 
the State level hearing, arrive at a de- 
cision, and reflect that decision on the 
coupon allotment. Many State agen- 
cies complained that the standard was 
too short because the decision had to 
be reflected in the coupon allotment 
within the 60 days, which represents a 
shortening of current policy. Other 
commenters felt the standard was tco 
long for hcuseholds to wait for relief. 
The Department has revised the 
standard slightly to allow States the 
full 60 days for conducting the hear- 
ing, arriving at a decision and notify- 
ing the parties of the decision. An ad- 
ditionai 10 days has been provided for 
the State agency to, issue increased 
benefits resulting from the hearing de- 
cision. Although the Department 
would like to reduce the 60-day stand- 
ard, during the transitional phase any 
reduction may be administratively in- 
feasible for many States. However, as 
previously mentioned, the Department 
will further study State hearing proce- 
dures after the conversion period to 
gather more information on how to 


2This criticism concerns not only the in- 
creased time it takes to complete two tiers, 
instead of one, but also the alleged inade- 
quacy and bias of some local hearing offi- 
cials. The new comprehensive and periodic 
training provisions and the restrictions on 
who may serve as hearing officials may fa- 
vorably impact on this. alleged problem 
which the Department intends to study. 
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reduce the burdens on the State agen- 
cies and improve service to house- 
holds. 

Expedited hearings. The proposed 
regulations required expedited fair 
hearings for households appealing a 
denial under the expedited certifica- 
tion procedures. There were approxi- 
mately 30 comments on this provision, 
most of which were critical. Two- 
thirds of the comments were from 
Federal, State, or local government 
agencies and were overwheimingly 
negative and asserted that the proce- 
dures were inefficient, administrative- 
ly infeasible, and unrealistic. Some 
commenters also noted that since an 
expedited hearing could take 3 weeks, 
households appealing a denial of expe- 
dited service might have been certified 
under normal processing rules anyway 
before the expedited hearing decision 
could be rendered. The requirement 
for expedited hearings is deleted. How- 
ever, this issue will be further re- 
viewed in the Department study previ- 
ousiy discussed. The Department re- 
tains the requirement for expedited 
agency conferences for certain house- 
holds to attempt a rapid resolution of 
household complaints. 

Agency conferences. In response to 
commenters who recommended that 
agency conferences be available to all 
households, the final regulations re- 
quire State agencies to deveiop a 
system for agency conferences for 
households appealing a denial of expe- 
aited service. The Departiment re- 
tained the 2-day requirement for 
agency conferences for households 
denied expedited certification proce- 
dures. The Department also added a 
requirement that State agencies expe- 
dite hearing requests from house- 
holds, such as migrants, which plan to 
move from the project area before the 
hearing decision would normally be 
reached. This recommendation should 
improve service te transient house- 
holds. These two requirements partial- 
ly compensate for the deletion of the 
expedited hearings and provide timely 
service to certain needy households. 

Consolidated hearings. The  pro- 
posed regulations maintained current 
policy on consolidated hearings. Com- 
ments both for and against this provi- 
sion were received. To insure that 
each household’s privacy is not com- 
promised, language was added to pre- 
vent consolidated hearings where indi- 
vidual issues of fact are disputed. Con- 
solidated hearings are restricted to 
eases where related issues of State 
and/or Federal law, regulations, or 
policy are the only issues being raised. 

Notification of right to reguest hear- 
ings. To insure that households are 
aware of their hearing rights, a sen- 
tence has been added to require States 
to remind households of their hearing 


CI—TUESDAY, OCTOBER 17, 1978 





47876 


rights each time there is a disagree- 
ment with a State agency action. 


Time period for requesting hearings. 


The proposed regulations permitted 
households to appeal a State agency 
action for a period of | year after the 
action was taken. Sixty-eight State or 
local agencies commented that the 
period was too long. The main objec- 
tions were that staff turnover, im- 
paired recollection, and loss of evi- 
‘dence could make it difficult to re- 
create a reliable picture of the situa- 
tion. 

Most commenters recommended a 
uniform time period, of between 30 
and 90 days, to insure a single national 
standard. The Department adopted 90 
days as the period within which fair 
hearings may be requested. This 
standard conforms to the maximum 
seriod allowed by HEW for AFDC ap- 
peals. In addition, the regulations 
allow a household to dispute its cur- 
rent level of benefits by requesting a 
fair hearing any time within the cur- 
rent certification period. This provides 
households an opportunity to chal- 
lenge current benefit determinations. 

State agency responsibilities on 
hearing requests. The proposed regula- 
tions required the State agency to 
“help a household with its hearing re- 
quest and with preparation of its 
case,”’ upon request. It was noted that 
this language implied that the State 
agency was responsible for actually 
working with the household to build a 
case against the State. In addition to 
conflict-of-interest probiems, it may be 
Gifficult for the State agency to effec- 
tively challenge a position it believes is 
correct. Consequently, the above-men- 
tioned phrase was deleted and instead, 
the final language clarifies that upon 
receiving an oral hearing request the 
State agency shall complete the proce- 
dures necessary to start the hearing 
process. 

The final regulations require that 
State agencies use bilingual staff cr in- 
terpreters to provide verbal explana- 
tions of hearing procedures to non- 
English-speaking individuals who ex- 
press an interest in appealing an 
agency action. 

Continuation of benefits. The pro- 
posed regulations stated that house- 
holds would receive continued bene- 
fits, prior to the hearing decision, only 
if requested on the hearing request. 
Many commenters suggested that the 
continuation of benefits should be 
automatic. The Department retained 
the provision to require that the fair 
hearing form contain a space for the 
household to indicate whether contin- 
ued benefits are desired during the 
pendency of the hearing. However, the 
Department added a requirement that, 
if the household fails to indicate its 
preference, benefits shall be contin- 
ued. As in the proposed regulations if 
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the household then loses its appeal, a 
claim shail be established for the over- 
issuance. 

Notification of time and place of 
hearing. Commenters also suggested 
that a precise standard be mandated 
for advance written notice of a forth- 
coming hearing. To insure a uniform 
and exact standard, the Department 
adopted a minimum 10-day advance 
notice pericd. This standard should 
provide the houschold with adequate 
preparation time since the household 
initiates the fair hearing process and 
should be already aware of the basis 
for the challenge. 

Hearing authority. In the proposed 
regulations all references to the term 
hearing authority were deleted and 
only the term hearing official was 
used. Commenters expressed concern 
that the State option to have a hear- 
ing authority (an individual or a 
board), which reviews all recommenda- 
tions from hearing officials, had been 
removed. The Department did not 
intend to require States to revise their 
basic processes for deciding or review- 
ing hearing decisions. Consequently, 
the term hearing authority has been 
reinstated in these regulations and, 
where necessary, the language has 
been revised to acknowledge the 
review process.” 

Attendance at hearing. The proposed 
regulations allowed the public to 
attend hearings, upon household con- 
sent. Commenters expressed concern 
that members of the public may dis- 
rupt the hearing procedures or over- 
crowd the hearing facilities. A provi- 
sion has been added which allows the 
hearing official to limit the number of 
persons in attendance if it is deter- 
mined that space limitations exist. 

Hearing decisions. The proposed 
regulations gave households wishing 
to appeal a local decision the choice of 
either a State ievel review of the deci- 
sion or a compietely new State level 
hearing. Commenters expressed con- 
cern that the household might fail to 
indicate a preference or might choose 
the review process when it would 
prefer a new hearing. Consequently, 
the regulations now state that a 
household wishing to appeal a local 
decision will receive a completely new 
hearing, unless it specifically requests 
a State level review of the decision. 

Many commenters responded nega- 
tively to the proposal that local agen- 
cies could appeal local hearing deci- 
sions since it would impose additional 
burdens on the household’ even 
though the local official decided in the 
household’s favor. The final rules do 
not provide for local agency appeal. 


*This confusion arose even though the 
preamble to the proposed regulations stated 
that: The Department proposes using the 
term “Hearing official” to describe what the 
current regulations refer to as both the 
hearing authority and the hearing official. 


However, this issue, and the possibility 
of Federal review of State decisions, 
will be carefully considered as part of 
the study of the hearing process. Fur- 
ther rulemaking on this issue will 
likely be forthcoming. 


FrauD DISQUALIFICATION 


General comments. Some _ State 
agencies expressed concern over the 
constitutionaiity of administrative 
fraud hearing procedures and cited 
State laws which require that fraud be 
determined only by courts. Notwith- 
standing State law, Congress has au- 
thority to provide an administrative 
procedure for disqualifying individuals 
from Federal benefit programs who 
have committed fraud so long as the 
constitutional requirements of due 
process are met.” The Department 
carefully considered those due process 
requirements in establishing the fraud 
hearing standards. In addition, the 
term ‘‘fraud” is strictly defined in‘the 
regulations to protect the individual 
and to assure that the administrative 
determination of fraud is applied con- 
sistently. 

A few State agencies were concerned 
about the cost of conducting an ad- 
ministrative fraud hearing and sug- 
gested that the $35 limit, below which 
fraud hearings could not be conduct- 
ed, be raised to $50 or that States be 
allowed to set their own limits subject 
to FNS approval. The final rules have 
remained unchanged to maintain con- 
sistency between the recipient claims 
waiver and the fraud hearing provi- 
sions. Each State agency must imple- 
ment the administrative fraud dis- 
qualification procedures and must 
have a system established for conduct- 
ing fraud hearings. 

State agencies also asked whether 
fraud hearings would be reimbursed at 
the ‘not less than 75 percent” statuto- 
ry funding rate. The Department be- 
lieves that enhanced funding should 
be provided for fraud hearings. This 
provision wiil be included in the ad- 
ministrative cost regulations to be 
published at a later date. 

Many State agencies felt that house- 
hold repayment of fraudulent overis- 
suance should be mandated. Under 
current procedures and the final regu- 
lations households are required to 
repay fraudulent overissuances. State 
agencies may file a civil court action to 
enforce repayment if the household 
does not voluntarily repay the fraudu- 
lent overissuance. However, since the 
Act provides that disqualification be 
imposed only after the administrative 
fraud hearing has determined that 
fraud occurred, it is not possible to use 
the threat of disqualification as a 
means of obtaining repayment, 


7% The supremacy.clause of the U.S. Con- 
stitution provides that Federal law may 
override State law. 
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Definition of fraud. Mahy persons 
commented that the definition of 
fraud be revised. One part of the defi- 
nition which caused considerable con- 
cern was (b)(7), which defined fraud as 
any action done to “commit, or con- 
spire to commit, any other fraudulent 
act to get food stamp benefits ***.” 
Many persons felt this language was 
circular and vague. The Department 
agrees and has deleted the language of 
(b)\(7) from the definition. Moreover, 
use of the term “conspire” could have 
led to various interpretations based on 
State conspiracy laws and policies. 

Several comments suggested that 
the individual must obtain benefits 
the person knows he or she is not enti- 
tled to receive before the individual’s 
action can be defined as fraud. Howev- 
er, the proposed and final rules clearly 
define fraud as an intentional act. 
Therefore, the Department believes 
that the additional knowledge test is 
not apprepriate.” 

Other comments suggested that 
before the act can be defined as fraud, 
a net overissuance must result after 
offsetting any amounts to be restored 
against the amount obtained. The De- 
partment believes that a household’s 
entitlement to restoration of lost bene- 
fits is irrelevant as to whether a fraud- 
ulent act occurred. 

Since the use of coupons to buy in- 
eligible items is defined as fraud, sev- 
eral State agencies were concerned 
that the Department would no longer 
retain its responsibility to monitor re- 
tailers. The Department plans to con- 
tinue to monitor the activities of re- 
tailers. However, since the Depart- 
ment does not have the authority to 
disqualify household members who 
have knowingly bought ineligible 
items, the Department must refer 
cases involving households to the 
State agency for appropriate action. 
Language has been added which clari- 
fies that fraud hearings shall net be 
conducted if the value of the ineligible 
items purchased was less than $35. 
The Department believes that con- 
ducting fraud hearings for minor vio- 
lations would not be cost effective, es- 
pecially since purchases of inexpensive 
ineligible food items could be inadver- 
tent in many cases. 

Time period for administrative dis- 
qualification. Several persons objected 
to the 3-month time limit for disquali- 
fying individuals found guilty of fraud 
through an administrative fraud hear- 
ing. Several suggested a 2-year penal- 
ty, others suggested a 5-year penalty, 
while still others suggested that the 


® Moreover, that suggested language could 
be interpreted to mean the individual would 
have to know exactly how much excess food 
stamps it was fraudulently obtaining. Since 
the individual might not know the exact 
amount, even though the fraudulent act 
was intentional, the individual might raise 
that issue as.a defense. 
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individuai be permanently disquali- 
fied. A State agency suggested that 
the individual be disqualified for the 
length of time it takes to offset the 
amount fraudulently obtained. Several 
persons also suggested that the entire 
household and not -just the individual 
be disqualified..All of these sugges- 
tions were, however, rejected since the 
Act requires a 3-month disqualifica- 
tion penalty and requires that the in- 
dividual who committed fraud be dis- 
qualified rather than the entire house- 
hold. 

Fraud hearing procedures. Most ad- 
vocate groups opposed a dual fair and 
fraud hearing system as being need- 
lessly complicated, providing an oppor- 
tunity for abuse of client rights, and 
involving service agencies in the pros- 
ecution of persons accused of fraud. 
They suggested that the same hearing 
system be used for both fraud and 
nonfraud hearings. 

Many of the fraud hearing proce- 
dures are basically: the same as the 
fair hearing procedures. For example, 
those portions of the fair hearing reg- 
ulations which specify the rights of 
households, the powers and duties of 
hearing officials and hearing authori- 
ties, and the criteria for selecting 
these officials, have been incorporated 
by reference into the procedures for 
conducting administrative fraud hear- 
ings (see § 273.16(d)(2)(ii)). Individuals 
suspected of fraud are afforded the 
same rights during the fraud hearing 
as households requesting fair hear- 
ings. In addition, State agencies may 
use the same officials to conduct both 
fraud and fair hearings. The Depart- 
ment expects most State agencies wiil 
simply expand the duties of fair hear- 
ing officials to include fraud hearings. 

Where there are differences between 
the procedures for conducting fraud 
and fair hearings, these differences 
have primarily heen adopted to afford 
more protection for the rights of the 
individual suspected of fraud. The con- 
sequences of a fraud determination 
are usually regarded as very serious; 
thus additional protections are pro- 
vided as' a maiter of policy. For exam- 
ple, in cases where the State agency 
has initiated a fraud hearing, the De- 
partment believes the individual sus- 
pected of fraud should be provided 30 
days advance notice rather than the 
10-day advance notice required in fair 
hearings. 

The requirement that certain fraud 
notices be mailed by certified mail- 
return receipt requested also affords 
an additional protection to the individ- 
ual suspected of fraud in that the indi- 
vidual is relieved of the burden of 
proving to the State agency that the 
notice was not received, or if received, 
that it was not timely received. Also, 
in fraud hearings, a ‘de novo” hearing 
is automatically provided when the 
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household appeals a lower hearing de- 
cision. In fair hearings, the household 
must request a ‘“‘de novo” hearing. 

Time limit for conducting fraud 
hearings. Several State agency com- 
ments stated that 60 days was not 
enough time for a State agency to 
reach a decision, since 30 days of that 
time must be used as an advance 
notice period. The Department agrees 
and has added 30 days to the time 
limit to compensate for the advance 
notice period. Since the 30-day ad- 
vance notice period is not needed 
when the individual appeals the local 
fraud hearing decision to a State level 
hearing, the 60-day time limit has 
been retained for these cases. Only 10 
of the 60 days are used as an advance 
notice period in those situations. 

Comments were also received which 

asked that a time limit be established 
between the time the fraudulent act 
occurred and the time the State 
agency would be allowed to initiate a 
fraud hearing. One commenter sug- 
gested that a 12-month time limit be 
imposed. The Department has not im- 
posed a time limit because of the im- 
portance of deterring and punishing 
fraud and because of the length of 
time it may take a State agency to un- 
cover suspected fraud and conduct a 
thorough investigation. Moreover, the 
Department does not wish to encour- 
age a State to file fraud actions to 
meet deadlines, if the State has not 
conducted a thorough investigation. 
' Fraud notices. Several State agen- 
cies objected to mailing certain fraud 
notices by certified mail-return receipt 
requested because of the expense of 
certified mail. However, delivery 
through certified mail offers protec- 
tion for both the State agency and the 
individual suspected of fraud. The 
State agency will know whether or not 
the notice was received and, if re- 
ceived, the exact date the notice was 
received. Certified mail also increases 
the likelihood that the individual wiil 
receive actual notice of the fraud 
changes. 

Several commenters suggested that 
the individual suspected of fraud be 
given Miranda ™ type warnings prior 
to the administrative fraud hearings, 
since statements or evidence presented 
by that individual could be used in 
subsequent court actions. While the 
Miranda decision does not cover those 
situations, the Department believes, as 


.a matter of policy, that persons should 


be accorded the right to remain silent. 
The final rules provide that the hear- 
ing official will orally advise the 
person of that right. This warning 
should be carefully worded to mini- 
mize the possible chilling effect on the 


76 Miranda v. Arizona, 384 U.S. 436 (1966); 
requires police officers to advise persons in 
custody of certain rights prior to police in- 
terrogation. 
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person’s willingness to openly and 
thoroughly testify, which could oper- 
ate to the disadvantage of the person. 

Several persons suggested that the 
Department provide specific criteria to 
guide the courts on the length of the 
disqualification penalty. Since the De- 
partment does not have the authority 
to mandate that the courts follow 
such guidelines, these guidelines 
would, in most cases, be meaningless. 
Moreover, the Department believes 
that most courts will determine the 
length of the disqualification period 
on a case-by-case basis, taking into ac- 
count a multitude of factors, such as 
the severity of the acts and prior relat- 
ed convictions. 

At least one person suggested tha 
court imposed disqualification be re- 
duced by the number of months the 
individual was disqualified as a result 
of an administrative fraud hearing. Al- 
though many courts may choose to do 
this, the Act allows courts to impose 
the maximum disqualification penalty 
even if the individual has already been 
disqualified for 3 months by an admin- 
istrative fraud hearing. 


RESTORATION OF LOST BENEFITS 


The Department proposed that lost 
benefits be restored whenever the loss 
was not caused by an intentional act 
or omission on the part of the house- 
hold. The rules also stated that bene- 
fits shall not be restored if they were 
lost more than 12 months prior to the 
date the State agency is made aware 
(receives information or a notice) that 
coupons may have been underissued to 
a household. Oniy disputed benefits 
would have to be resolved through the 
fair hearing process. To aid in calcu- 
lating the exact amount of lost bene- 
fits, the Department proposed a for- 
mula whereby the loss was considered 
to have extended until the first month 
the error was corrected, the first 
month the household was found ineli- 
gible or the first month the household 
reappliea. The burden of proof for 
verifying that there was a loss in each 
month was on the household. Finally, 
the proposal stated that households 
would receive not more than 100 per- 
cent of the maximum allotment, in ad- 
dition to the allotment the household 
was normally eligible to receive, or as 
many months as necessary to compen- 
sate for the loss. 

Approximately 1,600 individuals and 
groups commented on this provision. 
The large majority were critical of 
some part of the provision. Only 16 
writers totally approved this section. 
These commenters generally approved 
of the new procedures, citing adminis- 
trative ease, and supported restoration 
in cases of State agency error and lost 
benefits for those currently ineligible. 
Most of the negative comments object- 
ed to denying restoration of lost bene- 
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fits in cases of underissuance which 
were the fault of the participating 
housshold on the grounds that partici- 
pants may have difficulty understand- 
ing the regulations and might be un- 
aware of the underissuances. The ma- 
jority of other groups advised that 
State agencies should be required to 
assist the households in demonstrat- 
ing eligibility during each month in 
question. 

State and local agencies commented 
on a variety of aspects of this section. 
However, the most significant concern 
related to the method of restoring lost 
benefits. Forty-two State and local 
agencies recommended that for admin- 
istrative convenience lost benefits be 
restored in a lump sum. 

The Department has revised this 
section. Entitlement to restoration of 
benefits will be established when a 
loss of benefits was caused by an error 
on the part of the State agency or 
where this rulemaking specifically 
states that the household is entitled to 
restoration of lost benefits. Also, bene- 
fits will be restored in cases of errone- 
ous fraud disqualification. This lan- 
guage emphasizes that benefits will be 
restored in all cases where State 
action caused the loss or where the 
rules require that credits for lost bene- 
fits be provided. However, benefits will 
not be restored if the household is 
otherwise at fault. Examples of errors 
for which benefits will not be restored 
are: A household does not report a 
change which will increase benefits, or 
the household fails to provide verifica- 
tion without good cause, or the house- 
hold provides incorrect information 
which results in a loss of benefits. -The 
Department contends that responsibil- 
ity for these losses rightfully rests 
with households, which are regarded 
as having explicitly or implicitly con- 
sented to benefit determinations based 
on information which they supplied. 
State agencies should be entitled to 
rely on household assertions (or 
household failure to report changes) 
in determining benefit levels and not 
have to bear the additional adminis- 
trative costs of processing household 
requests for lost benefits. Without this 
rule, State agencies might impose 
more strenuous verification, reporting, 
and proof burdens on households. 
Moreover, the rule acts as an addition- 
al incentive for households to comply 
with program requirements, and to ac- 
curately report information. State 
agencies are encouraged, however, to 
make every effort to help households 
understand verification requirements 
and to encourage accurate reporting of 
changes. 

The final rules retain the 12-month 
time limit for establishing entitlement 
to lost benefits.77 The rules also re- 


7 As of Nov. 1, 1979, this 12-month limit 
also applies to all potential credits which 


quire thateonly disputed benefits be 
resolved through the fair hearing 
process. The rules for computing the 
amount to be restored were modified. 
Losses are calculated until the first 
month the error is corrected or the 
first month the household is found in- 
eligible. 

The paragraph dealing with docu- 
menting a loss was revised to empha- 
size that the household and State 
agency should cooperate in document- 
ing a loss. Because of comments on re- 
storing benefits to households in 
which the membership has changed, 
the final rules call for benefits going 
first to the household containing a 
majority of individuals who were 
household members at the time the 
loss eccurred. In this manner, benefits 
which the entire household lost are 
provided to the greatest number of 
former members. A pro rata provision 
was considered overly complicated and 
time consuming and might involve at- 
tempts to locate several different 
former household members. If the 
State agency cannot locate this house- 
hold, restored benefits will go to the 
person who was head of the household 
-at the time the loss occurred. 

The Department favored the install- 
ment method of restoration to avoid 
abuse by households which receive 
more benefits than they can reason- 
ably use. However, State agencies 
argued that installment restoration of 
benefits is costly and inefficient. The 
final rules allow benefits to be re- 
stored in a lump sum. The rule allows 
households to request restoration in 
monthly installments if they choose to 
avoid situations where the household 
has more coupons than it can use in a 
reasonable time. The final rules also 
authorize restoration of benefits to 
currently ineligible households, which 
is consistent with the Act. 


CLAIMS AGAINST HOUSEHOLDS 


The proposal delegated claim settle- 
ment and compromise authority for 
claims against households .to State 
agencies. In turn, the Department 
would monitor each State’s overall ac- 
tivities in handling claims. State claim 
processing procedures were divided 
into fraud and nonfraud. States would 
not collect nonfraud claims that. were 
caused by certain procedural errors. 
Hewever, the Department did propose 
that households be liable for nonpro- 
cedural agency errors even if the 
households was not at fault. A i2- 
month time limit for establishing non- 
fraud claims was also proposed. The 
rules also contained procedures for 
processing fraud claims that were not 
limited to a 12-month time period, as 
well as criteria for suspending collec- 
tion action for both fraud and non- 


arose under the current regulations (the Act 
of 1964). 
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fraud claims. States were required to 
submit monthly consolidated checks 
to FNS equaling the claim repayments 
from households during that month. 

Nonfraud claims. Over 500 com- 
ments were received regarding the 
handling of nonfraud claims. The 
greatest number of comments support- 
ed the proposed voluntary payment of 
nonfraud claims. One advocate com- 
menter, however, felt that the pro- 
posed procedure of offsetting non- 
fraud claims against loss benefits ne- 
gated the voluntary repayment con- 
cept and could even induce States to 
purposely underissue so that they can 
then offset. Aliso, several States and 
local offices were opposed to the $35 
limit for establishing claims and 
wanted the minimum dollar amount to 
be set at a higher value. 

The Department has revised the 
demand letter concerning collection of 
nonfraud claims by deleting the state- 
ment that repayment is voluntary, and 
inserting instead a statement that if 
the household falls behind in pay- 
ments or is unable to pay the claim, 
this will not affect the household’s eli- 
gibility or benefits. As commenters 
noted, the fact that eligibility will not 
be affected does not mean that repay- 
ment is voluntary. States may file civil 
actions to seek repayment. The final 
rules also continue to authorize offset- 
ting of nonfraud claims against lost 
benefits. In offsetting against lost 
benefits, a household’s current bene- 
fits are not reduced, only the past en- 


titlement is affected. However, the De- 
partment will monitor State agencies 
to insure that States do not underissue 
benefits so that a claim can be offset. 


Also, to ease the administrative 
burden of processing and collecting 
small claims, the Department will in- 
vestigate increasing the minimum 
dcliar amount of claims for which 
State agencies must attempt collec- 
tion. For the present, however, the 
current $35 limit will remain. 

Fraud claims. The proposed proce- 
dures for handling fraud claims 
prompted over 1,200 comments. The 
possibility that State agency “fraud 
investigators” might determine if a 
claim should be classified as a fraud 
claim, generated severe criticism. 
Public and advocate commenters 
strongly opposed the proposal and 
urged that fraud determinations be es- 
tablished only by means of an admin- 
istrative fraud hearing or court action. 
In addition, a number of State and 
local offices, as well as concerned citi- 
zens, expressed opposition to the con- 
tinued participation of households 
who refuse to repay fraud claims. 
Some State and local agency com- 
menters requested that States be 
given the authority to disqualify 
households for failure to repay fraud 
claims. 
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To insure due process, the Depart- 
ment has redefined a fraud claim to 
eliminate the reference to State 
agency fraud investigators. As a result, 
a fraud claim can be lodged only if a 
finding of fraud is made at a hearing 
or by a court of appropriate jurisdic- 
tion. 

Collecting claims. Nearly 1,200 com- 
ments were received opposing the pro- 
vision regarding the collection of 
claims. No commenters approved the 
provisions exactly as written. A major- 
ity of the commenters, primarily par- 
ticipants and interest groups, opposed 
the initiation of claims against house- 
holds because cf overissuance due to 
State agency error. Two solutions were 
offered. A number of commenters re- 
quested the provision concerning State 
agency responsibilities be deleted from 
the final regulations as a basis for es- 
tablishing a claim. A greater propor- 
tion of the commenters agreed that 
better training of office staff. would be 
the answer to the problem. The State 
and local agencies were most con- 
cerned with the collection of claims 
from households whose composition 
has changed. Since the head cf the 
household will normally be the main, 
or only, wage earner, and since that 
household head enjoyed the benefits 
of the overissuance, the Department 
adopted the proposal that the house- 
hold head be billed. This straightfor- 
ward policy will avoid the additional 
costs and paperwork involved in locat- 
ing, billing, and keeping records of 
contributions from each former house- 
hold member. 

The Department reviewed the issue 
of collecting claims caused by overis- 
suances due to agency error. Despite 
the number of adverse comments, this 
policy remains in the final rules. 
While it is true that the household did 
not cause the overissuance, the benefit 
of such en error clearly accrues to the 
household. Since no entitlement for 
these benefits exists, a claim against 
the household must be filed. The De- 
partment’s policy avoids the unjust 
enrichment of households, at public 
expense. Additionally, billing for these 
amounts may, in the future, encourage 
households to report when they are 
aware that they are being cverissued 
benefits. 

In response to conaments about send- 
ing demand letters, the Department 
has revised regulatory larguage to 
allow State agencies to send demand 
letters at less than 30-day intervals. 
The Derartment has also deleted ref- 
erence to pursuing collection action if: 
(1) A court’s decision addresses restitu- 
tion; (2) the amount of restitution or- 
dered is less than the amount of the 
loss; (3) prosecution results in impris- 
onment; or (4) the State’s statute of 
limitations has expired. Since the 
State agency may have more experi- 
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ence and expertise in these areas, the 
State agency is allowed to use its own 
discretion in taking collection action 
in these cases. 

The final rules also clarify the dif- 
ference between holding a claim in 
suspense and terminating collection 
action. Collection action can only be 
terminated after a claim is held in sus- 
pense for 3 years. The final rules cite 
four criteria for holding a claim in sus- 
pense: (1) The household is financially 
unable to pay the claim, (2) there is 
little likelihood that the State agency 
can collect or enforce collection of any 
significant sum from the household, 
(3) the household cannot be located, 
and (4) the cost of further coilection 
action is likely to exceed the amount 
that can be recovered. Once collection 
action has been terminated, the 
normal FNS record retention rule ap- 
plies and the State agency may still 
offset the claim against a household’s 
entitlement to restoration of benefits. 

Because of comments that State 
agencies have insufficient time to for- 
ward a consolidated claim warrant and 
a report on claims activities by the 
15th of each calendar month, the De- 
partment has extended that submis- 
sion deadline. The final rules state 
that a consolidated check and a report 
must be submitted no later than 30 
days after each calendar month and a 
State agency cannot hold a claim pay- 
ment more than 60 days. This new 
deadline takes into account processing 
delays which may result if claim pay- 
ments and reports are first consolidat- 
ed at the project area or local level. 


60-Day CONTINUATION OF 
CERTIFICATION 


The Act of 1977 provides that certi- 
fied households moving between proj- 
ect areas will remain certified for par- 
ticipation in the new project area for 
60 days after the move. The proposed 
rules retained the current require- 
ments governing the transfer of eligi- 
bility, except that they also require 
that when the household submits a 
transfer form in the new project area, 
it must report any changes in circum- 
stances. The State agency is required 
to process these changes as described 
in §°273.19. 

Less than 20 comments were re- 
ceived on this section, mostly negative. 
Recommendations included deleting 
use of form FNS-286, since expedited 
service will handle the need for contin- 
ued benefits and informing the house- 
hold of the availability of transfer 
rights at every certification. 

While expedited service may take 
precedence over the continuation of 
certification procedures, the Act re- 
quires a 60-day continuation of certifi- 
cation procedure. Households leaving 
a project area have the opportunity, 
however, to be processed under either 
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procedure depending upon their finan- 
cial circumstances. In addition, the 
Department has clarified the rule on 
households moving within a State. 
State agencies can use form F'NS-286 
or another procedure to continue serv- 
ice to certified households thai move 
between project areas within a State. 
If another procedure is used, it must 
offer the same continuation rights 
that are contained in this section for 
households entitied to a form FNS-286 
and must be approved by FNS. 


ISSUANCE 


Part 274, Issuance and Use of Food 
Coupons contains regulations govern- 
ing the issuance of food coupons to 
households. Included in the rules are 
the basic responsibilities of State 
agencies to issue coupons to eligible 
households, the types of issuance sys- 
tems that can be used, the responsibil- 
ities of coupen issuers, and the ac- 
countability requirements over coupon 
issuance and reconciliation. Many 
commenters briefly mentioned the is- 
suance provisions, nearly all opposing 
some aspect of the proposed rules. 

A number of comments were re- 
ceived relating to the proposed han- 
dling of ATP’s issued after the 25th of 
the month. Some State and local agen- 
cies expressed concern that the recon- 
ciliation procedures would be expen- 
sive and would increase the difficulty 
of filing timely and accurate reports. 
For instance, commenters felt the reg- 
ulations did not clearly indicate how 
to reconcile these cards. To clarify this 
point, the Department has changed 
the regulations to specify that ATP’s 
are to be reconciled against the month 
of redemption of the ATP, not the 
month of issuance of the ATP. 

State agencies noted that under the 
proposed regulations as many as three 
valid ATP cards could be transacted in 
a given month (the ATP card issued 
after the 25th of the prior month, the 
current ATP card and 4 supplemental 
ATF card). It was argued that proper 
reconciiiation would require more 
elaborate computer- systems or costly 
manual reconcilistion processes. The 
evulations New States more 
flexibility in situations:where certifi- 
eations compieted late in the 
month. Rather than requiring that 
supplemental ATP’s be issued after 
the 25th of the month, the rules allow 
States the option of issuing an ATP 
which will expire at the end of that 
month, provided the household is in- 
formed that if it is unable to negotiate 
the ATP prior to the expiration date, 
a Valid replacement will be issued. As a 
further option, the State may issue an 
ATP after the 25th that is valid for 
only 20 days into the subsequent 
month, should this system be more 
compatible with the State’s ATP pro- 
cessing system. Other sections of the 


final re 


are 
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regulations, by substantially modify- 
ing requirements proposed for the 
timeliness of State actions will further 
reduce the number of supplemental 
ATP’s. 

In addition, the regulations were 
modified to reserve submission of the 
reconciliation report. Since this report 
will establish State liabilities, the De- 
partment believes comment should be 
invited again on the _ reconciliation 
report when the proposed rules on 
State liabilities are published. These 
regulations do establish necessary 
system requirments so that States will 
be abie to identify irregular ATP’s. 

Another comment of particular sig- 
nificance was offered by the Postal 
Service. The USPS pointed out that, 
under Postal Service rules, coupons 
cannot be sent by certified mail. The 
Postal Service suggested that first- 
class mail be used, and that States and 
local postal officials should work to- 
gether to solve problems of nondeliv- 
ery of allotments. 

The Department has adopted the 
USPS suggestion, but is concerned 
about the cost of replacing all coupons 
lost in the mail. Several commenters 
stated that there is no definition of an 
“unacceptable”’ mail loss rate to trig- 
ger FNS’s notification to a State that 
further mailings will be at the State’s 
own risk. In fact, the Department’s 
proposal did stipulate the level of mail 
losses which FNS would accept—certi- 
fied mail was required whenever the 
replacement cost of coupons lost 
through the mail exceeded the cost of 
usihe -certified mail. However, this 
standard can no longer be used since 
certified mail cannot be used to mail 
coupon allotments. 

Numerous advocacy groups were 
concerned about mail issuance. They 
recommended that where coupons are 
lost in the mail, the household be con- 
tacted for advice on the best method 
for future deliveries. Others recom- 
mended that States offer all partici- 
pants the cption of mail issuance. 

The regulations were amended to re- 
quire States to follow up on each case 
of reported nondelivery to attempt to 
determine the cause and to effect ap- 
propriate corrective action. The De- 
partment did not amend the regula- 
tions to require mail issuance as an 
option te all participants because mail 
issu > is not a practical issuance 
met iin many urban settings. 

Other concerns voiced by mary com- 
menters related to Siate agency issu- 
ance responsibilities. They requested 
that the regulations specifically in- 
clude tribal and urban Indian organi- 
zations in describing the types of enti- 
ties that may be used to issue food 
stamps. Aisc, the Department was re- 
quested to define “adequate security” 
so that community-based groups could 
be delegated issuance responsibilities. 


The final rules require that all issu- 
ance agents meet minimum security 
requirements in order to qualify. 
These rules, however, are not intended 
to eliminate community-based loca- 
tions as issuing agents. The criteria for 
contracting are specified in part 277 
(currently 275). Therefore, the De- 
partment deleted the phrase, ‘‘ade- 
quate security” in 274.1 as unneces- 
cary: 

Another amendment to the regula- 
tions was suggested by the Postai 
Service. In the preposed rulemaking, 


.the Department’s agreemeht with the 


Postal Service for coupon issuance was 
discussed. The Postal Service regarded 
the proposed rules’ reference to the 
“model contract” as part of the agree- 
ment as misleading. The “model con- 
tract” is not actually a contract but 
functions as a Postal Service manage- 
ment guideline furnished to its region- 
al offices. The Postal Service is enti- 
tled to modify the model itself without 
Department consent. : 

Likewise, State agencies are not 
bound by the terms of the ‘‘model con- 
tract” language. The Department 
wishes to stress that States are free to 
negotiate with the Postal Service re- 
garding additional operating hours, 
weekend issuance and transaction fees 
or any other area not specifically pro- 
hibited by FNS regulations. 

As noted earlier, ID cards are not re- 
quired to have serial numbers, but 
must be treated as limited access 
forms. Likewise, ATP suspension for 
households which do not participate 
for 2 consecutive months has been 
dropped because of criticism that 
benefits should not be discontinued 
simply because ATP cards are not 
transacted. In those circumstances the 
household is still eligible and could 
have decided to not use or neglected to 
use the ATP card for a variety of rea- 
sons. 

Some commenters misunderstood 
the requirements for emergency au- 
thorized representatives. Occasionally, 
neither the household nor the author- 
ized representative named on the 
househcld’s ID is able to pick up the 
coupons. The preposed and final regu- 
lations require State agencies to devise 
a means for households to designate, 
in writing, an emergency authorized 
representative to obtain coupons. In 
an HIR card system, the regulations 
require a written statement from a 
household member, also signed by the 
emergency authorized representative, 
to authorize the issuance of the allot- 
ment. In ATP systems, there must be 
signature spaces on the ID and/or 
ATP for the household to designate an 
emergency authorized representative. 
States may also use a separate written 
form as long as the household is not 
required to travel to the office in order 
to designate an emergency authorized 
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representative. To obtain the allot- 
ment, the emergency representative 
must present the designation, the 
household’s ID, and sign the ATP or 
HIR card. The State agency will com- 
pare the signature of the emergency 
representative on the issuance docu- 
ment with that on the designation and 
the household member’s signature on 
the designation with that on the ID to 
assure no improper issuance takes 
place. Finally, many minor technical 
revisions were made to clarify the reg- 
ulations. 


REORGANIZATION OF THE REGULATIONS 


The food stamp regulations have 
been extensively revised and restruc- 
tured. When reviewing the reorga- 
nized material, please note that sever- 
al new provisions are reserved since 
these provisions will be proposed at a 
later date. In addition, several provi- 
sions in the current regulations are ex- 
pected to change when the second 
package of proposed rulemaking is 
published final. To show that these 


current provisions have not been de- 


leted but will remain in force and 
effect until the second package is pub- 
lished as final rulemaking, these pro- 
visions in the current regulations are 
retained by reference but are not 
restated. 

Certain sections of the Food Stamp 
Act are effective without publication 


of regulations. These sections include: 


4(c) (notice and comment rulemaking 
requirements, advance copies of rules 
to the committees); 7c) (coupon 
design); and 11(g) (injunctive relief 
against State agencies). 

To help in relating the current regu- 
lations to the proposed regulation, the 
following table of redesignations has 
been compiled: 


TABLE OF REDESIGNATIONS 





Old New 





270.102) ....ccocrcccscccecscrsccceseees 
270.1(b) 
270.2(a)..... 
270.2(b) 
ro genes 

270.2(d). 
270.2(e)... 
270.2(£ 1) 
270.2 (m) and (n).. 


270 {Reserved]. 
« 271.1(a); 271.1(b). 


270.2 (u) and (v)... 
270.2 CW) AN (X) ccccovee eoceces 


270.2 (z) and (aa). 

270.2(bb) 

270.2 (cc) and (dd)... 

270.206 CC) ..ccccovverees eoceee: 

270.2(ff)-cll) 

270.2 (mm), (00), and. 
(pp). 

270.2 (QQ) ANA CIT). .cccccseeees 

270.2(SS) cee ecnabpireacees . 

DIODE) «.coccoserosecesece 

270.2 (uu) and (wv)... 

27D. 20WWI-CYY) cccecccccscecsees 

270.2(ZZ)..cceeee seodpnanisoebeseatense 271.2. 
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TABLE OF REDESIGNATIONS—Continued 





Oid 


New 


Old 


New 





270.3(a).... 
270.3(b).... 
270.3(C) .... 
270.4(a).... 
270.4(b).... 
270.4(C) .... 
270.4(d) 


270.5(a) 
270.5(b). 
270.5(c) .... 
271.1(a)* .. 
271.1(b).... 
271.1(c).... 
271.1(d).... 
271.1(e).... 


271.1(h)*.. 
271.1¢i)* 


271.1(n)(1).. 
271.1(n(2).. 
271.1(n(3).. 
271.1(n)¢4).. 


271.1(t)*... 


271.3(aX1) 
271.3€a)(1) (i) and (ii) 
271.3(aX(1)Ciii) 
271.3(a)(2).. 
271.3(aX3) 
271.3(a)(4) 


271. '3(c)—Introductory 


paragraph. 
271.3(c Li) 
271.3(c)(1 ida) ... 
271.3(¢)(1)Ci(b) 


271.3¢c1)i Me) 
271.3¢0)(1)Gi Xd) 


271.3(c 1 ie) 
271.3(c)(1)id£)..... 
271.3(c)(1 ig) 
271.3¢c)(1)€i)(h) 
271.3(c)( 11D... 
271.3(c)(1i)()).... 
271.3(c)(1 idk)... 
271.3¢c)( 11)... 
271.3(c)(1)(i)(m)... 
271.3(c)(1)ii)(a).. 
271.3(¢)(1)¢ii)(b)...... 
271.3(c)(1)Cii (ec) 
271.3(e)(1 iid). 
271.3(¢e)(1ii)(e) .. 
271.3(c)(1 iif) 
271.3¢c Lig) 
271.3(c)(1<ii)Ch) 
271.3(¢c)(1)Ciii (a) 
271.3¢c)(1 Miii)(b) 
271.2eM Lilie) 
271.3¢c)( 1 iii) 
271.3¢e Lilie) . 
271.3(c)(1 iif) . 
271.3(c)(1 (iii) g).... 
271.3(¢)(1)Ciii Ch) ... 
271.3(¢)(2)i)-Civ)..... 
271.3(c)(3) 
271.3(¢)(4)¢i) . 
271.3(c)(4)ii)... 
271.3¢¢)(4)¢iii) 
271.3(€)(4)CiV) «0 


« 272.6(a)-(c) 

« 272.1¢e). 

« 272.1(f) and 274.7. 

« 273.13(a) (1) and (2). 

« 273.13(b). 

. 273.12¢e) (1) ii): (2 iid. 

« 273.15¢k). 

« 273.15. 

« 273.17). 

. 273.17. 

ws 272.100). 

«. 272.1(g). 

«. 276 (Reserved). 

. 277 (Reserved). 
273.1 (a) and (b). 


271.3(a). 
271.4(a). 
272.4(a)( 2). 


« 271.5(a). 
271.5(b). 


271.5(c). 

273.16 (a} and (b); 
271.5(b). 

271.3(b). 


« 271.6(b). 
Deleted. 
« 281.1 
« 272.1a). 
« 272.1(b). 
272.7(a). 


{Reserved}. 


273.2(f)(1 Miv) and 273.3. 
272.1(c). 


. 272.4(a1). 
. 277 (Reserved). 
. 272.2 [Reserved]. 


271.4(a). 


273.2(d). 
273.12. 


« 274.100d). 
« 274.10¢¢). 


274.10(d); 273.11¢e); 
273.1¢f tiv). 

274.10e). 

Deleted. 

273.8(a) and 273.9¢a). 


273.9(b). 


. 273.901 i). 


273.9% bi 1 ii); 
273.9e(9); 273.11(a). 
273.9¢b) 1 Ci); 
273.9(¢9); 273.11(a). 
273.9(bM 1 hi); 
273.9(cX9); 273.11(b). 
273.9(b)2)¢ii). 


. 273.9002). 
«- 273.9(DK 2X). 
« 273.9(C) 144i). 
«. 273.9(0DM 2X iv). 
« 273.900 2)iv). 
we 273.90DK 235i). 
. Deleted. 


Do. 


ww. 273.9(€)(7). 

. 273.9(c) 103i). 
we 273.9€0)C1)G). 
we 273.9(C)(2). 
ww. 273.9(C)(8). 

«. 273.9(€)(4). 

we 273.9(0)(10)iii). 
w. 273.9(010)Civ). 
. 273.9002). 

. Deleted. 


Do. 


«. 273.9003). 
.. Deleted. 
we 273.903). 
«. Deleted. 
see 273.9003(4). 
eee 273.100). 
wee 273.9( 0). 
wee 273.80). 
. 273.8(c). 


273.8(e). 


«.. 273.8¢g). 


273.7. 
273.3. 


. Deleted. 


273.2(K). 


(Reserved]. 


271.4(a)(2)i) 
271.4(aX(2\ii).... 
271.4(a)(2)¢iii)... 
271.4(a(3 i) 


271.4(a)3 Gi) — 
Introductory 
paragraph. 
271.4(aX(3 iia) 
271.4(a)(3)(ii (bd) 
271.4(aX3 ii KC) 
271.4(aX(3 iid) 
271.4(aX(3 ii Ce) 
271.4(2)(4) 
271.4(a)(5) 
271.4(a6) 
271.4(a)(7)* 
271.5 





271.6(a) 
271.6(b)... 
271.6(c) 
ntroductory 
paragraph. 
271.6(d)(1) 
271.6(d)(2) 
271.6(ax(3) 
271.6(d)(4) 


273.2 (a) and (b). 


«. 273.2¢e). 
« 273.2(£); 273.2¢i 4%). 


273.2(g); 273.10(2)¢1); 
273.2(h (2). 
273.14(a). 


273.14(b). 


a 273.14). 
« 273.14(c). 
«- 273.14(d). 
--. 273.14(f). 
seoe 273.10(f). 
«ee 273.19. 

«- 273.10¢¢ 3). 


272.3 (Reserved). 
273.10¢e). 

274.4(e). 

274.4(c). 


« 274.4 (a) and (b). 


274.1, 
274.3. 


««. Deleted. 
- Do 


Do. 


. 274.2d3). 
.. Deleted. 


274.6. 
272.3 (Reserved). 


we 274.1¢d). 
«ee 274.11€e). 
... 276 (Reserved). 
- 273.16 and 273.18. 


we 273.18. 





272.2 {Reserved}. 
274.10 a). 


« 274.101). 
- 274.10(g). 

- 274.10¢h). 
« 273.16. 




















277 (Reserved). 





*The language in these paragraphs of the 
old regulations will remain m full foree and 


effect. 


SUBCHAPTER C-—FOOD STAMP PROGRAM 


Part 
270 [Reserved] 


271 General information and definitions. 
272 Requirements for participating State 


agencies. 


273 Certification of eligible households. 
274 Issuance and use of food coupons. 


275 Program 
served]. 


monitoring 


systems _ Ere- 





| 


276 State agency liabilities and Federal 
sanctions [reserved]. 

277 Payment of certain administrative 
costs of State agencies [reserved]. 

278 Participation of retail food stores, 
wholesale food concerns and banks. 

79 Administrative and judicial review— 

food retailers and food wholesalers. 

280 Emergency food assistance for victims 
of disasters [reserved]. 

281 Designation of Indian tribes as State 
agencies [reserved]. 

282 Demonstration, research, and evalua- 
tion projects. 


PART 270 [RESERVED] 


1. Part 270 is revised and redesignat- 
ed as part 271. The new part 270 is re- 
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served. The new part 271 reads as fol- 
lows: 


PART 271—GENERAL INFORMATION 
AND DEFINITIONS 


Sec. 
271.1 General purpose and scope. 
271.2 Definitions. 
271.3 Delegations to FNS fer administra- 
tion. 
271.4 Delegations to States for administra- 
tion. 
71.5 Coupons as obligations of the United 
States, crimes, and offenses. 
71.6 Complaint procedures. 


Avurnority: 91 Stat. 958 (7 U.S.C. 


027}. 


2011- 


$271.1 General purpose and scope. 


(a) Purpose of the food stamp pro- 
oram. The food stamp program is de- 
signed te promote the general welfare 
and to safeguard the heaith and well 
being of the Nation’s population by 
raising the levels of nutrition among 
low-income households. Section 2 of 
the Food Stamp Act of 1977 states, in 
part: 

Coneress hereby finds that the limited 
food purchasing power of low-income house- 
holds contributes to hunger and malnutri- 
tion among members of such households. 
Congress further finds that increased utili- 
zation of food in yop | yee maintain- 
ing adequate national levels of nutrition will 
promote the distribution in a_ beneficial 
manner of the Nation’s agricultural abun- 
dance and will strengthen the Nation’s agri- 
cultural economy, as well as result in more 
orderly marketing and distribution of foods. 
To alleviate such hurger and malnutrition, 
a food stamp program is herein authorized 
which will permit low-income households to 
obtain a more nutritious diet through 
normai channels of trade by increasing food 
purchasing power for all eligible households 
who apply for participation. 

(b) Scone of the reculations, Part 271 
contains general information, defini- 
tions, and other material appiicable to 

all parts of this subchapter. Part 272 
sets forth policies and procedures gov- 
erning State agencies which partici- 
pate in the program. Part 273 de- 

scribes the eligibility criteria to be ap- 
plied py State agencies and related 
acti tetgpeener requirements and stand- 
ards. Part 274 provides requirements 
for the tssuance of coupons to eligible 
households and establishes related is- 
suance responsibilities. Part 275 sets 
forth guidelines for monitoring the 
food stamp program, analyzing the re- 
sults and  fermulating corrective 
action. Part 276 establishes State 
agency liability and certain Federal 
sanctions. Part 277 outlines proce- 
dures for payment of administrative 
costs of State agencies. Part 278 delin- 
eates the terms and conditions for the 
participation of retail food stores, 
wholesale food concerns, meal services, 
and banks. Part 279 establishes the 
procedures for administrative and ju- 
dicial reviews requested by food retail- 
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ers, food wholesalers, and meal ser- 
vices. Part 280 explains procedures for 
issuing emergency coupon allotments 
to certain victims of disasters unable 
to purchase adequate amounts of food. 
Part 281 sets forth guidelines for des- 
ignating Indian tribes as State agen- 
cies. Part 282 provides guideiines for 
initiation, selection, and operation of 
demonstration, and evalua- 
tion projects. 


research, 


§ 271.2 

*Aliotment” means the total vaiue 
of coupons a household is authorized 
to receive during each month or other 
time period. 

“Application form’ means: (1) The 
application form designed or approved 
by FNS, which is completed by a 
household member or authorized rep- 
resentative; or 

(2) For households consisting solely 
of public assistance or general assist- 
ance recipients, if may also mean the 
application form used to apply for 
public assistance or genera! assistance, 
including attachments approved by 
FNS, which is completed by a house- 
hold member or authorized represen- 
tative. 

“Authorization to participate card 
(ATP) means a document which is 
issued by the State agency to a certi- 
fied household to show the allotment 
the household is authorized to receive 
on presentation of such document. 

“Bulk storage point’”’ means an office 
of the State agency or any person, 
partnership, corporation, organization, 
political subdivision, or other entity 
with which a State agency has con- 
tracted for, or to which it has assigned 
responsibility for, the security and 
storage of food coupons. 

“Coupon issuer” means any office of 
the State agency or any person, part- 
nership, corporation, organization, po- 
litical subdivision, or other entity with 
which a State agency has contracted 
for, or to which it has assigned respon- 
sibility for, the issuance of coupons to 
households. 

“Department” means 
partment of Agriculture. 

“Elderly person’ means a person 60 
years of age or older. 

“Federal fiscal year’’ means a period 
of 12 calendar months beginning with 
each October 1 and ending with 
sateen 30 of the following calendar 
year. “FNS” means the Food and Nu- 
trition Service of the U.S. Department 
of Agriculture. 

“Food Stamp Act” means the Food 
Stamp Act of L977 (Pub. L. 95-113), in- 
cluding any subsequent amendments 
thereto. 

“General assistance (GA)’ means 
cash assistance which is financed by 
State or local funds. 


Definitions. 


the U.S. De- 


“Identification (ID) card’’ means a 
card which identifies the bearer as eli- 
gible to receive and use food coupons. 

“Immigration and Naturalization 
Service (INS)”’ means the Immigration 
and Naturalization Service, U.S. De- 
partment of Justice. 

“Institution of higher education” 
means any institution providing post- 
high schoo! education, including but 
not limited to, colleges, universities, 
and vocational or technical schools at 
the post-high school level. 

“Low-income household” means a 
household whose annual income does 
not exceed 125 percent of the Office of 
Management and Budget poverty 
guidelines. 

“Medicaid” means medical assistance 
under title XIX of the Social Security 
Act, as amended. 

“Overissuance” means the amount 
by which coupons issued to a house- 
hold exceeds the amount it was eligi- 
ble to receive. 

“Program” means the food stamp 
program conducted under the Food 
Stamp Act and regulations. 

“Project area’? means the county or 
similar political subdivision designated 
by a State as the administrative unit 
for program operations. Upon prior 
FNS approval, a city, Indian reserva- 
tion, welfare district, or any other 
entity with clearly defined geographic 
boundaries,. or any combination of 
such entities, may be designated as a 
project area, or a State as a whole may 
be designated as a single project area. 

“Public assistance (PA)’’' means any 
of the following programs authorized 
by the Social Security Act of 1935, as 
amended: Old-age assistance, aid to 
families with dependent children 
(AFDC), including AFDC for children 
of unemployed fathers, aid to the 
blind, aid to the permanently and to- 
tally disabled and aid to aged, blind, or 
disabled. 

“Regulations” means.the provisions 
of this subchapter. Regulatory cita- 
tions refer to provisions of this sub- 
chapter unless otherwise specified. 

“Secretary” means the Secretary of 
the U.S. Department of Agriculture. 

“Spouse” refers to either of two indi- 
viduals: 

(1) Who would be defined as married 
to each other under applicable State 
law; or 

(2) Who are living together onan’ are 
holding themselves out to the commu- 
nity as husband and wife by represent- 
ing themselves as such to relatives, 
friends, neighbors, or tradespeople. 

“State” means any one of the 50 
States, the District of Columbia, 
Puerto Rico, Guam, and the Virgin Is- 
lands of the United States. 

“State agency’”’ means the agency of 
the State government, including the 
local offices thereof, which has the re- 
sponsibility for the administration of 
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the federally aided pubiic 
programs within the State and in 
those States where such assistance 
pregrams are operated on a decentral- 
ized basis, it includes the counterpart 
local agencies which administer such 
assistance programs for the State 
age cy. 
iplementa security income 

ssl)” means monthly cash payments 
made under the authority of titie XVI 
of the Social Security Act, as amend- 
ed, to the aged, blind, and disabled 

“Thrifty food plan’’ means the ‘diet 
requ a family of four per- 
sons consisting y of aman and a woma 
20 through 54, a child 6 through 8, 
and a child 9 threugh 11 years of age, 
determined in accordance with the 
Secretary’s calculations. ‘The cost of 
such diet shall be the basis for uni- 
forma allotments for all households re- 
gardless of their actual composition, 
except that the Secretary shall make 
household-size adjustments in the 
thrifty food plan taking into account 
economies of scale. 


assistance 


ired to fee 


§ 271.3 
tion. 


(a) Deiegation. Within the Depart- 
ment, FNS acts on behalf of the De- 
partment in the administration of the 
Food Stamp Program with the excep- 
tion of those functions, which may be 
delegated to other agencies within the 
Department. The right is reserved at 
any time to withdraw, modify, or 
amend any delegation of authority. 
When authority is delegated to FNS, 
the responsibilities may be carried out 
by the Administrator or by another of- 
ficial of FNS, or by State agencies 
with respect to claims against “house- 

holds, as designated. 

(b) Claims setilement. 
have the power to 
amount of and to setile 
Claim arising under t 
the Act or this subc 
compromise or deny 
claim. 

(c) Demonstration authority. 
authorized to undertake 
tion projects which test new methods 
designed ts imrrove program adminis- 
tration and benefii 
authorized to i 
search and evaluatix efforts for the 
purposes of improving and assessing 
program administration and effective- 
ness. The procedure for initiating ae 
conducting these projects is esta 
lished in part 282 


Delegations to FNS for administra- 


FNS shall 
determine the 
and adjust any 
he provisions of 
iapter, and to 
part of any 


»} 
i 
ali or 


FNS is 


demonstra- 


ah 


delivery. NS is 
i3 program re- 


ai 


§ 271.4 Delegations to State agencies for 
admizistraiion. 


(a) General delegatic The 
agency shall be respon sible foi 
ministration of the pro 
the State, 
to: 


State 
the ad- 
Eram within 
including, but not limited 
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(1) Cert 
holds; 

(2) Issuance, control, 
ability of coupons; 

(3) Cutreach activities: 

4) Developing and maintaini 
ss int A spicpen posta Ss 


ification 


tating training: 

(6) Conducting 
a! review 

) Keepi 

ian line wh r the program 
conductec 1 CO iance 
regulations; and 

(8) Submitting accurate 
financial and program rer 

(b) Claims delegation. FNS delegates 
to the ety aes the 
standards in § 273.18, the authority to 
determine the amount of, and settle 
adjust, compromise or deny all or part 
of any claim which results from fraud- 
ulent or nonfraudulent overissuances 
to participating househoids. 


records necessary to de- 
is being 


with these 


and 


JOY ts 


timely 


aun ject to 


$271.5 Coupons as obligations of the 
United States, crimes and offenses. 


(a) Coupons as obligations. Pursuant 
to section 15(d) of the Food Stamp 
Act, coupons are an cbiigation of the 
United States within the meaning of 
18 United States Code (U.S.C.) 8. The 
provisions of title 18 of the United 

tates Code, “Crimes and Criminal 
Procedure,” relative to counterfeiting, 
misuse ar “et ulteration of obligations of 
the United States are applicable to 
coupons. 

(bo) Penal — Any unauthorized issu- 
ance, use, transfer, acquisition, alter- 
ation, rien ey or presentation of 

oupons or ATP’s may subject any in- 
dividual, partnership, corporation, or 
other icral entity to prosecution under 
sections 15 (b) and (c) of the Food 
Stamp Act or under any other applica- 
ble Federal, State or local law, reguta- 
ion or ordinance. Sections 15 (b) and 
(c) of the Food Starnp Act read as 
lows: 


fF} 
fai- 


¢>) Whoever knowin; 
S, alters, or pi 
Lorizatior dsina 
ized by this Act or the 
pursua o this Act 
thorization cards ar 
09 or mc 


m con 


*s, transfers, ac- 
coupon 


iS OF au- 
yanner not author 


1 $10 000" or 


zation card 

ll be g 
onviction t 
nere than $1,000 or im; 
more than one year, or both. 
(c) Wheever present: , Or causes to be pre- 
entec coupons for paym 1S OT recempiion 
f the value : $160 or MK ing the 
to have been rece sferred, or 
in any manner in violation cf the pro- 
of this Act or the rerulations issued 
to this Aci shail be guilty of a 
i and shali, upon conviciion thereof, 
fined not more than £10,000 or impris- 


a value of less 

misdemeanor 
. be fins 

d for not 
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oned for not more than five years, or both. 
or, if such coupons one of a value of less 
than $100. shall be guilty of a misdemeanor 
and shall. upon conviction thereof, be fined 
not more than $1,000 or imprisoned for not 
more than one year, or both. 


(c) Security for coupons and ATP’s. 
All individuals, partnerships, corpora- 
tions, or other legal entities including 

rencies their delegatees 
(referred to in this paragraph as “per- 
sons’) having custody, care and con- 
trol of coupons and ATP’s shall, at all 
times, take all precautions necessary 
to avoid acceptance, transfer, negotia- 
tion, or use of spurious, altered, or 
counterfeit coupons and ATP’s and to 
avoid any unauthorized use transfer, 
acquisition, alteration or possession of 
coupons and ATP’s. These persons 
shall safeguard coupons and ATP’s 
from theft, embezzlement, loss, 
damage, or destruction. 

(d) Coupon issuers. (1) Any coupon 
issuer or any officer, employee or 
agent, thereof convicted of failing to 
provide the monthly reports required 
in § 274.5 or convicted of violating part 
274 shall be subject to a fine of not 
more than $1,000, or imprisoned for 
not more than 1 year, or both. 

2) Any coupon issuer or any officer, 
employee or agent, thereof convicted 
of knowingly providing false informa- 
tion in the reports required under 
§ 274.5 shall be subject to a fine of not 
more than $10,000, or imprisoned not 
more than 5 years, or both. 


Ytnte o¢ and 
IUBALL ai Goa SRA 


§ 271.6 Complaint procedure. 
(a) State 
served] 
(b) Regional office responsibility. ~ 
Persons or agencies desiring progran 
inf formation or wishing to file a cor 
contact the appropr Sie 
FNS Regional Office. 
Gi) For Delawere, the District of Co- 
ee Maryland, New Jersey, New 
, Penn 7uerto Rico, Vir- 
s of the United 


agency responsibility. [Re- 


pla int may 


VTid-Atlan- 
epartmciit 
id Nutrition 
er, Rout e 526. 


1 Office, U 
lture, Food az 
1 Vahlsing Cent 
7. 68691. 
rida, Georgia, 
ssis North Carolina, 
Sout! Carolina, and Tennessee: 
Scutheast Kezional ffice, U.S. De- 
r d Nu- 
} "‘Stnees 
. 3030 g 
Mi ichigan, 
sconsin: Mid- 
cS. Pence ment 
— Nutrition 
~ Street, Chi- 


Kent ¢ ke , 3 


bein 


kansas, 
20, OK cary 
west Regional Off 
of Agriculture, 


Louisiana, New 
ae ad Texas: South- 

e, U.S. Department 
Food and Nutrition 


1978 
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Service, 1100 Commerce Street, Suite 
5-C-30, Dallas, Tex. 75242. 

(v) For Alaska, Arizona, California, 
Guam, Hawaii, Idaho, Nevada, Oregon 
and Washington: Western Regional 
Office, U.S. Department of Agricul- 
ture, Food and Nutrition Service, 550 
Kearny Street, Room 409, San Fran- 
cisco, Calif. 94108. 

(vi) For Connecticut, Maine, Massa- 
chusetts, New Hampshire, Rhode 
Island, and Vermont: New England 
Regional! Office, U.S. Department of 
Agriculture, Food and Nutrition Serv- 
ice, 33 North Avenue, Burlington, 
Mass. 01803. 

(vii) For Colorade, Iowa, Kansas, 
Missouri, Montana, Nebraska, North 
Dakota, South Dakota, Uteh, and Wy- 
oming: Mountain Plains Regional 
Office, U.S. Department of Agricul- 
ture, Food and Nutrition Service, 2420 
West 26th Avenue, Suite 430-D, 
Denver, Colo. 80211. 

(2) Complainants shall be advised of 
the appropriate State complaint han- 
dling and fair hearing procedures. 
Upon household request, other com- 
plaints shall be pursued by the De- 
partment rather than the State 
agency, unless the complaint is one 
upon which the complainant wishes to 
request a fair hearing. 

2. Part 271 is extensively revised and 
the contents redesignated among the 
new parts 272 through 281. The fol- 
lowing paragraphs of the former part 
271 remain in force and effect but are 
redesignated: §271.1(a) as § 281.1; 
§271.1¢h) as § 277.16; §271.1(i) as 

72.2(a); §271.1(k) as § 272. aa 

1.4(t) as § 276.1; § 271.2 as §2 
71. 4(aX(7) as § 272.3¢a); § 271. yey a. 
.3(b); §271.7 (ad-(d) as §§ 276.2- 
: Fp. petra and § 271.8 (a)-(f) 
2.2 (b)-(g), respectively. 


The new part 272 reads as follows: - 


PART 272—REQUIREMENTS FOR 
PARTICIPATING STATE AGENCIES 


Sec. 


272.1 
70 9 


ic.c 


General terms and conditions. 

State plans of operation. [Reserved] 

272.3. Operating guidelines. [Reserved] 

272.4 Program administration and person- 
nel requirements. 

272.5 Locations and hours of 
and issuance service. [Reserv 

272.6 Outreach. 

272.7 Nondiscrimination compliance. 


938 (7 U.S.C. 2011- 


certification 
fed) 


AvurTHority: 91 Stat 


2027). 


§ 272.1 General terms and conditions. 


(a) Coupons as income. The coupon 
allotment provided any eligible house- 
hold shall not be considered income or 
resources for any purpose under any 
Federal, State, or local laws including, 
but not limited to, laws on taxation, 
welfare, and public assistance pro- 
grams. 
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(b) No aid reduction. No participat- 
ing State or political subdivision shall 
decrease any assistance otherwise pro- 
vided an individual or individuals be- 
cause of the receipt of a coupon allot- 
ment. . 

(c) Disclosure. (1) Use or disclosure 
of information obtained from appli- 
cant households, exclusively fer the 
program, shall be restricted to persons 
directly connected with the adminis- 
tration or enforcement of the provi- 
sions of the Food Stamp Act or regula- 
tions, or with other Federal or federal- 
ly aided, means-tested assistance pro- 
grams such as Title IV-A (AFDC), 
XIX (Medicaid), or XVI (SSI), or with 
general assistance programs that are 
subject to the joint processing require- 
ments specified in § 273.2(j)(2). 

(2) If there is a written request by a 
responsible member of the household, 
its currently authorized representa- 
tive, or a person acting in its behalf to 
review materials contained in its case 
file, the materia! and information con- 
tained in the case file shall be made 
available for inspection during normal 
business’ hours. However, the State 
agency may withhold confidential in- 
formation, such as the names. of indi- 
viduals who have disclosed informa- 
tion about the household without the 
househoid’s knowledge, or the nature 
or status of pending criminal prosecu- 
tions. 

(d) Information available to thé 
pudlic. (1) Regulations, plans of oper- 
ation, State manuals, and Federai pro- 
cedures which affect the public shall 
be maintained in the State and local 
offices of the State agency as well as 
in FNS national and Regional Offices 
for examination by members of the 
public on regular workdays during reg- 
ular office hours. 

(2) Copies of regulations, plans of 
operation, State manuals, and Federal 
procedures may be obtained from FNS 
in accordance with part 295 of this 
chapter. 

(e) Records and reports. Each State 
agency shall keep such records and 
submit such reports and other infor- 
mation as required by FNS. 

(f) Retention of records. Each State 
agency shall retain all program rec- 
ords in an orderly fashion, for audit 
and review purposes, for a period of 3 
years from the month of origin of 
each record. The State agency shall 
retain fiscal records and accountable 
documents for 3 years from the date 
ef fiscal or administrative closure. 
Fiscal closure means that obligations 
for or against the Federal Government 
have been liquidated. Administrative 
closures means that the State agency 
has determined and decumented that 
no further action to liquidate the obli- 
gation is appropriate. Fiscal records 
and accountable documents include, 
but are not limited to claims, docu- 


mentation of lost benefits, and Form 
FNS-286, “Certification of Transfer of 
Household Benefits.’”’ Retention meth- 
ods for ATP cards are provided in part 
274, 

(g) Implementation. The implemen- 
tation schedule for any amendment to 
the regulations shall be specified in 
the amendment. 

(1) Amendment 132. Program 
changes required by amendment 132 
to the food stamp regulations shal! be 
implemented as follows: 

(i) State agencies shall eliminate the 
purchase requirement for ail house- 
holds on or before January 1, 1979. 
The State agency shali designate the 
month the purchase requirement is to 
be eliminated. If the month designat- 
ed is other than January 1979, the 
State agency shall obtain prior ap- 
proval of FNS. F'NS shall approve the 
designation of months prior to Janu- 
ary 1979, if the State agency demon- 
strates that an accounting procedure 
for the new issuance system will be in 
place. The submission dates for the 
forms FNS-250 and FNS-256, stipulat- 
ed in § 274.8(a), shall be effective with 
the reports for the first month of issu- 
ance without a purchase requirement. 
For example, if EPR is implemented 
in January, the FNS-250 and FNS-256 
for January would be due by March 
17, 1979. The FNS-259 shall be submit- 
ted in accordance with § 274.8(a)(3) 
starting with the quarter beginning 
January 1979. 

(ii) State agencies may implement 
all eligibility rules contained in part 
273 and all issuance rules contained in 
part 274 at the same time the pur- 
chase requirement is eliminated, but 
in no case shall eligibility and issuance 
rules be implemented prior to elimina- 
tion of the purchase requirement. 
State agencies may also implement 
portions of part 273 and part 274 sepa- 
rately after the purchase requirement 
is eliminated, provided that the eligi- 
bility rules setting the income stand- 
ards, the income deductions and the 
household allotment calculation are 
implemented at the same time, and all 
rules are implemented no later than 3 
months after the purchase require- 
ment is eliminated. However, if a State 
agency implements EPR after Decem- 
ber 1, 1978, it shall implement the cer- 
tification and other issuance regula- 
tions for all new applications and re- 
certifications no later than March 1, 
1979. 

(iii) State agencies shall have up to 4 
months following the first day that 
applications are taken under the new 
rules, to convert the current caseload 
to the new program. Households 
coming due for recertification during 
this time will be converted to the new 
program at recertification. Remaining 
households shall -be converted by a 
desk review during that 4-month 
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period. The new income definition, de- 
ductions, and allotment calculation 
shall be completed for all households 
which are converted through a desk 
review. To the extent that the case file 
and other information available to the 
State agency permit, other eligibility 
criteria, such as work registration, re- 
sources, tax dependency, and alien 
status, shall be considered during the 
desk review. Otherwise, nonincome eli- 
gibility factors shall be deferred until 
the household’s scheduled recertifica- 
tion. In no event shall a household’s 
certification period be extended as a 
result of the desk review. Until recerti- 
fied or converted by a desk review, a 
household shall continue to receive 
the bonus portion of the allotment, 
calculated in accordance with the 
income, deduction, and basis of issu- 
ance provisons of the Food Stamp Act 
of 1964. During the case file conver- 
sion period, some households may be 
participating on the basis of the old 
program rules and some on the new 
rules. Ciaims against househoids and 
restoration of benefits shall not be as- 
sessed provided that whichever pro- 
gram rules are in use for a particular 
case are correctly applied during the 
conversion period. However, errors 
caused by miscaiculations based on the 
old or new program rules which result 
in an entitlement to restoration of lost 
benefits or an overissuance shail be as- 
sessed in accordance with §§-273.17 and 
273.18 of these regulations. The proce- 
dures for calculating lost benefits or 
overissuances as specified in §§ 272.17 
and 273.18 shall be applied to any case 
found to_be in error after the imple- 
mentation of these procedures, even 
though the action which caused the 
error may have occurred pricr to the 
date of implementation. 

(iv) State agencies shall implement 
§ 273.17 on the restoration. of lost 
benefits on or before March 1, 1979. 
State agencies are -encouraged to im- 
plement restoration of lost benefits 
concurrent with the elimination of the 
purchase requirement, especially as 
they relate to households which are 
entitled to lost benefits but which 
have been unable to receive them be- 
cause the households are currently in- 
eligible. State agencies shall notify 
currently ineligible households of the 
availability of their lost benefits by 
using one of the following procedures: 

(A) State agencies which can readily 
identify the ineligible households 
which are entitled to lost benefits 
shall notify ‘these households and re- 
store the lost benefits within 4 months 
of the date restoration of lost benefits 
is implemented. 

(B) Other State agencies shall issue 
a one-time-only press release notifying 
ineligible households that benefits can 
be restored. The press release should 
advise households to contact the local 
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food stamp office for more informa- 
tion. 

(v) State agencies shall assume the 
authority to settle or adjust recipient 
claims delegated under § 271.4(b) on or 
before July 1, 1979. 

(vi) State agencies without a cur- 
rently approved utility. standard re- 
quired in § 273.9(d)(5) shall develop 
and implement an FNS approved util- 
ity standard on or before October 1, 
1979. The State agency shall notify 
households certified at the time the 
utility standard is implemented of the 
availability of the standard and the 
conditions for its use in lieu of actual 
expenses. Households qualified to use 
the standard and which elect to do so 
shall have the standard applied as any 
other change in circumstances. Other- 
wise, actual utility expenses shall con- 
tinue to be used for households quali- 
fied for the standard until their next 
recertification. 

(vii) State agencies shall advise FNS 
of their determination of the need for 
bilingual serv- ices as required by 
§ 272.4(c) on or before December 1, 
1978. If the State agency cannot deter- 
mine, based on available information 
sources, whether or not bilingual ser- 
vices are required in particular project 
areas, it shall so advise FNS on or 
before December 1, 1978. The State 
agency shall then develop procedures 
to record the number of non-English- 
speaking low-income households 
which make contact with its offices in 
these project areas as required by 
§ 272.4(c)(6). These procedures shall be 
implemented on or before Merch 1, 
1979, and shall continue for 6 months. 
The State agency shall submit to FNS 
its determination(s) of the need for bi- 
lingual services not later than 60 days 
following the end of the 6-month 
period. Bilingual outreach materials 
shall be available for distribution 
within 90 days of the State agency’s 
determination that such materials are 
required. When the State agency de- 
termines that bilingual staff and certi- 
fication materials are required, it shall 
also make a determination of whether 
volunteers or paid staff will be used. 
When volunteers are to be used, the 
State agency shall provide the materi- 
als and arrange for volunteers within 
90 days. Paid staff and materials shall 
be provided within 180 days. 

(viii) Prior to. the certification of 
households under these regulations, 

tate agencies shall impiement staff 
training for the transition as required 
in § 272.4(e)(3), and training for out- 
reach workers, receptionists, and 
others, as required in § 272.4(e)(1) (v) 
and (vi). Beginning with these training 
sessions for the transition, State agen- 
cies shall implement the requirements 
for public participation at training ses- 
sions, as specified in § 272.4(e)(1)iv). 

tate agencies shall designate a train- 
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ing coordinator and’ develop and im- 
plement the ongoing training program 
§ 272.4¢e) on or before 


required by 
July 1, 1979. 

(ix) State agencies shall implement 
the transitional outreach  require- 

nents as specified in § 272.6(f). Most 
of these requirements shall begin 1 
week prior to the elimination of the 
purchase requirement and shall con- 
tinue for 6 months or until all house- 
holds are converted to the new pro- 
gram, whichever is later. The outreach 
plan for the period of January 
through September 1979 shall be sub- 
mitted for FNS approval on or before 
December 1, 1978. 

(x) Elimination of the purchase re- 
quirement and the implementation of 
the basic financial and nonfinancial 
eligibility criteria and other coupon is- 
suance criteria shall not be extended 
for any reason. FNS may grant exten- 
sions for other provisions contained in 
these rules, provided that the State 
agency presents compelling justifica- . 
tion for a delay and establishes an ac- 
ceptable alternative schedule in ad- 
vance of the implementation deadline. 
In no event will FNS grant an exten- 
sion in excess of 120 days from the 
specified implementation date. In 
those cases where extensions are 
granted, the relevant Department reg- 
ulations under the Food Stamp Act of 
1964 shall remain in effect until super- 
seded by implementation of the new 
rules. 


§ 272.2 State plan of operations. [Re- 
served] 

§ 272.3 Operating guidelines. [Reserved] 

§ 272.4 Program administration and per- 
sonnei requirements. 

(a) Merit personnel. (1) State agency 
personnel used in the certification 
process shall be emplcyéd in accord- 
ance with the current standards for a 
merit system of personnel administra- 
tion or any standards later prescribed 
by the U.S. Civil Service Commission 
under section 268 of the Intergovern- 
mental Personnel Act of 1970. 

(2) State agency employees meeting 
the standards outlined in paragraph 
(a)(1) of this section shall perform the 
interviews required in § 273.2¢e). Vol- 
unteers and other non-State agency 
employees shail not conduct certifica- 
tion interviews or certify food stamp 
applicants. Exceptions to the use of 
State merit system personnel in the 
interview and certification process are 
specified in § 273.2(k) for SSI house- 
nolds and part 280 for disaster victims. 
State agencies are encouraged to use 
volunteers in activities such as out- 
reach, prescreening, assisting appli- 
cants in the application and certifica- 
tion process, and in securing needed 
verification. Individuals and organiza- 
tions who are parties to a strike or 
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lockout, and their facilities, may not 
be used in the certification process 
except as a source of verification for 
information supplied by the applicant. 
Only authorized employees of the 
State agency, coupon issuers, coupon 
bulk storage points, and Federal em- 
ployees involved in administration of 
the program shall be permitted access 
to food coupons, ATP’s, or other issu- 
ance documents. 

(b) Staffing standards. The State 
agency shall employ sufficient staff to 
certify and issue benefits accurately to 
eligible households, and process fair 
hearing requests, within the timeliness 
standards set forth in these regula- 
tions. Outreach activities and other 
program functions shail be performed 
as specified in these regulations. 

(c) Bilingual requiremenis. (1) Based 
on the estimated total number of low- 
income households in a project area 
which speak the same non-English 
language (a single-language minority), 
the State agency shall provide bilin- 
gual outreach and certification materi- 
als, and staff or interpreters as speci- 
fied in paragraphs (c) (2) and (3) of 
this section. Single-language minority 
refers to households which speak the 
same non-English language and which 
do not contain adult(s) fluent in Eng- 
lish as a second language. 

(2) The State agency shall provide 
outreach materials in the appropriate 
language(s) as follows: 

(i) In project areas with less than 
2,000 low-income households, if ap- 
proximately 190 or more of those 
households are of a single-language 
minority; 

(ii) In project areas with 2,060 or 
more low-income households, if ap- 
proximately 5 percent or more of 
those households are of a single-lan- 
guage minority; and 

(iii) In project areas with a certifica- 
tion office that provides bilingual serv- 
ice as required in paragraph (c)(3) of 
this section. 

(3) The State agency shall provide 
both certification materials in the ap- 
propriate language(s) and bilingual 
staff or interpreters as follows: 

(i) In each individual certification 
office that provides service to approxi- 
mately 100 single-language minority 
low-income households; and 

(ii) In each project area with a total 
of less than 100 low-income house- 
nolds if a majority of those house- 
holds are of a single-language minor- 
ity. 

(A) Certification materials shall in- 
clude the food stamp application form, 
change report form and notices to 
households. 

(B) If notices are required in only 
one language other than English, no- 
tices may be printed in English on one 
side and in the other language on the 
reverse side. If the certification office 
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is required to use several languages, 
the notice may be printed in English 
and may contain statements in other 
languages summarizing the purpose of 
the notice and the telephone number 
to call for more information. For ex- 
ample, a notice of eligibility could in 
the appropriate language(s) state: 
“Your application for food stamps has 
been approved in the amount stated 
above. If you need more infcrmation 
telephone —————.” 

(4) In project areas with a seasonal 
influx of non-English-speaking house- 
holds, the State agency shall provide 
bilingual materials and staff or inter- 
preters, if during the seasonal influx 
the number of single-language minor- 
ity low-income households which move 
into the area meets or exceeds the re- 
quirements in paragraphs (c) (2) and 
(3) of this section. 

(5) The State agency shall insure 
that certification offices subject to the 
requirements of paragraph (c) (3) or 
(4) of this section provide sufficient bi- 
lingual staff or interpreters for the 
timely processing of non-english- 
speaking applicants. 

(6) The State agency shall develop 
estimates of the number of low-income 
single-language mincrity households, 
both participating and not participat- 
ing in the program, for each project 
area and certification office by using 
census data (including the Census Bu- 
reau’s Current Population Report: 
Population Estimates and Projections, 
Series P-25, No. 627) and knowledge of 
project areas and areas serviced by 
certification offices. Local Bureau of 
Census offices, Community Services 
Administration offices, community 
action agencies, planning agencies, mi- 
grant service organizations, and school 
officials may be important sources of 
information in determining the need 
for bilingual service. If these informa- 
tion sources do not provide sufficient 
information for the State agency to 
determine if there is a need for bilin- 
gual staff or interpreters, each certifi- 
cation office shall, for a 6-mgnth 
period, record the total number of 
single-language minority households 
that visit the office to make inquiries 
about the program, file a new applica- 
tion for benefits, or be recertified. 
Those certification offices that are 
contacted by a total of over 100 single- 
language minority households in the 
6-month period shall be required to 
provide bilingual staff or interpreters. 
State agencies shall also combine the 
figures collected in each certification 
office to determine the need for bilin- 
gual outreach materials in each proj- 
ect area. 

(d) Internal Controls. (1) Reguire- 
menis. In order to safeguard certifica- 
tion and issuance records from unau- 
thorized creation or tampering, the 
State agency shall establish an organi- 


zational structure which divides the 
responsibility for eligibility determina- 
tions and coupon issuance among cer- 
tification, data management, and issu- 
ance units. The certification unit shall 
be responsible for the determination 
of household eligibility and the cre- 
ation of records and documents to au- 
thorize the issuance of coupons to eli- 
gible households. The data manage- 
ment unit, in response to input from 
the certification unit, shall create and 
maintain the household issuance 
record (HIR) master file on cards, 
computer discs, tapes, or similar 
memory devices. The issuance unit 
shall provide certified households with 
the authorized allotments. In cases 
where personnel are pericdicaliy, or on 
a part-time basis, shifted from one 
unit to another, supervisory controls 
should be sufficient to assure that the 
unauthorized creation or modification 
of case records is not possible. 

(2) Exceptions. With pricr written 
FNS approval, a project area may 
combine unit responsibilities if the 
controls specified in paragraph (d)(1) 
of this section have been found to be 
administratively infeasible. 

(i) To receive approval of combined 
operations, the State agency shall es- 
tablish special review requirements 
which at a minimum include: 

(A) Biweekly reconciliation and ver- 
ification of transactions; and 

(B) Semiannual comparison of HIR 
cards and case records as required by 
§ 274.6(d) and, at least once every 
other month, second-party review of 
certification actions. 

(ii) The State agency shall annually 
determine whether each combined op- 
eration continues to be justified and 
shall so advise FNS in writing. 

(e) Training. The State agency shall 
institute a continuing training pro- 
gram for food stamp eligibility work- 
ers, hearing officials, peformance re- 
porting system reviewers, and for out- 
reach staff, including hotline opera- 
tors and individuals involved in pre- 
screening activities. 

(1) Minimum requirements. (i) The 
State agency shall designate a full- 
time State food stamp training coor- 
dinator responsible for the conduct 
and evaluation of the food stamp 
training program, including the devel- 
opment of training materials, supervis- 
ing the conduct of training sessions, 
insuring that appropriate personnel 
receive training and assuring compli- 
ance with the public participation 
standards specified in paragraph 
(e)(1)iv) of this section. In addition, 
the State agency shall designate addi- 
tional staff at either the State or local 
level to provide training to the appro- 
priate personnel. FNS may provide a 
waiver from the requirement for a 
full-time position if the State agency 
can demonstrate that because of a lim- 
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ited caseload the full-time services of a 
training coordinator are not necessary 
or that the State agency otherwise has 
the capability of fulfilling the require- 
ments of this section. 

(ii) State agency training programs 
shall cover eligibility criteria, certifica- 
tion procedures, household rights and 
responsibilities including nondiscrimi- 
nation righis, and other job-related re- 
sponsibilities concerning the certifica- 
tion of households, for example, inter- 
viewing skills. The content of training 
programs shall be reviewed on a semi- 
annual basis in light of program defi- 
ciencies identified through the State 
agency’s performance reporting 
system and modifications shail be 
made where warranted. Changes in 
policy or procedures stemming from 
court actions or revisions to legislation 
and regulations shall be promptly re- 
flected in State training programs. 

(iii) Employees assigned responsibili- 
ty for the certification of households 
shall be provided with sufficient train- 
ing prior to initially assuming their 
duties. As needed, formal training 
shall be provided periodically to all 
certification staff. The need shall be 
established by policy changes and pro- 
gram deficiencies identified by the 
performance reporting system. Inad- 
equate performance by individual em- 
ployees may also indicate the need for 
training. 

(iv) The State agency shali allow 
public attendance at formal certifica- 
tion training sessions that are con- 
ducted on a statewide, citywide, or re- 
gional (multiproject area) basis. Public 
attendance at these training sessions 
shall be allowed for 5 percent of the 
total attendance at the session, or five 
training slots, whichever number is 
smaller except that public attendance 
need not be provided at sessions con- 
ducted for fewer than 20 persons. The 
State agency shall invite individuals 
from the State who represent recipi- 
ents or organizations working on 
behalf of recipients, who are knowl- 
edgeable about program eligibility 
rules and certification requirements, 
and who are actively engaged in work 
or volunteer activity related to food 
stamp certification rules. The State 
agency shall not exclude arbitrarily in- 
dividuals (who otherwise meet these 
criteria) due to disagreements between 
these individuais and the State agency 
concerning aspects of State agency op- 
erations. The State agency may limit 
the role of public participants to ob- 
servation only. 

(v) Training shall also be provided to 
State agency outreach workers, includ- 
ing hotline operators, and to recep- 
tionists and others who prescreen or 
provide other information services to 
applications or the public. Although 
this training need not be as compre- 
hensive as that for certification per- 
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sonnel, it shall be in sufficient detail 
and frequency to insure that low- 
income households have access to ac- 
curate program information and that 
prescreening, when conducted, is accu- 
rate. 

(vi) Training shall also be provided 
to volunteers and to the staff of other 
organizations and agencies that the 
State agency uses for outreach, pre- 
screening, and providing program in- 
formation. The training shall be in 
sufficient detail and frequency to 
insure that information provided to 
low-income households is accurate. 

(vii) State agency hearing officials 
and performance reporting system re- 
viewers, including quality control re- 
viewers, shall be provided with suffi- 
cient training prior to initially assum- 
ing their duties. This training shall in- 
clude a detailed and comprehensive 
study of the regulations and State 
agency hearing or performance report- 
ing procedures, as appropriate. As 
needed, formal training also shall be 
provided periodically to hearing offi- 
cials and reviewers. The need shall be 
established by policy changes, and 
program deficiencies indicated by the 
performance reporting system. Inad- 
equate performance by an individual 
employee may also indicate the need 
for training. 

(2) FNS review. (i) FNS will review 
and approve State agency procedures 
for training. 

(ii) FNS will review the effectiveness 
of State agency training based on in- 
formation cbtained from the perform- 
ance reporting system and other 
sources. 

(3) Training for the transition. The 
State agency shall provide training on 
all the eligibility criteria and certifica- 
tion procedures, including the process- 
ing standards, to eligibility workers 
and supervisors before they begin to 
certify households under these regula- 
tions. The requirements for public par- 
ticipation in training sessions, as set 
forth in paragraph (e)(1){iv) of this 
section, shall be implemented with 
these training sessions. The State 
agency shalJ also provide training to 
hearing officials and quality control 
reviewers prior to their assuming 
duties under these regulations. The 
State agency shali, during conversion 
to the new rules provide training 
promptly where program reviews indi- 
cate that training is needed to ensure 
the accurate implementation of these 
regulations. 


§ 272.5 Locations and hours of certifica- 
tion and issuance service. | Reserved] 


§ 272.6 Outreach. 


(a) General purpose. [Reserved] 

(bo) Minimum requirements. 
served] 

(c) Staff. [Reserved] 


[Re- 
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(d) Monitoring. [Reserved] 

(e) Outreach plan. The State agency 
shall submit the FNS for approval an 
outreach plan for the period January 
through September‘ 1979. At a mini- 
mum, the plan shall describe outreach 
efforts required by paragraph (f) of 
this section and efforts required by ex- 
isting outreach regulations and 
FNS(F'S) Instruction 732-6, Revision 1. 
In approving this plan, FNS may 
waive certain requirements of 
FNS(FS) Instruction 732-6, Revision 1, 
where they duplicate the transition re- 
quirements of paragraph (f) of this 
section. 

(fi) Minimum requirements for the 
transition. State agencies shall con- 
duct the following special transition 
activities to inform low-income house- 
holds about the program changes re- 
quired by these regulations. 

(1) Printed information. (i) Notices. 
Notices explaining the program 
changes shall be available at all food 
stamp certification offices and- shall 
also be provided to each certified 
household on at least a one-time basis. 
State agencies may use two separate 
notices to describe elimination of the 
purchase requirement (EPR) and the 
financial eligibility requirements or 
the notices may be combined into one. 
However the notice or notices must 
clearly describe EPR and the new fi- 
nancial eligibility requirements and 
the timing of each. The notices may 
be mailed separately or with the ATP 
or may be otherwise given to each 
household. In addition, similar notices 
shall be provided to all recipients of 
public assistance. These notices shall 
be provided according” to the same 
schedule as the notices to food stamp 
households and shall also be available 
at all public assistance offices. State 
agencies that currently provide pro- 
gram materials in ianguages other 
than English shall provide these -no- 
tices in that language(s). Notices shall 
be mailed or made otherwise available 
at least 1 week prior to elimination of 
the purchase requirement or the im- 
plementation of the new eligibility re- 
quirements depending on whether 
combined or separate notices are used 
and shali continue to be availiable at 
least until the other printed materials 
required by paragraph (f)(1)(ii) of this 
section are distributed. 

(ii) Other printed materials. 
agencies shall also provide 
written information, such as_ bro- 
chures or pamphiets, that describe 
basic financial and nonfinancial eligi- 
bility criteria, EPR, the application 
process and participant rights and re- 
sponsibilities. This written informa- 
tion shall be distributed at food stamp 
certification offices, public assistance 
and. general assistance offices and 
shall be made available to local social 
security offices, State employment ser- 


State 
clearly 
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vices offices, and local offices that ad- 
minister unemployment compensation 
programs. State agencies shall contact 
those offices to enlist their coopera- 
tion in distributing the written infor- 
mation. 

These other printed materials shall 
be available at least 1 week prior to 
the implementation of the new eligi- 
bility criteria as described in part 273. 

(2) Other publicity efforts. Begin- 
ning at leasi 1 week prior to the elimi- 
nation of the purchase requirement, 
State agencies shall publicize program 
changes through use of press releases 
issued in each project area and radio 
spots. State agencies are also encour- 
aged to use TV spots to alert low- 
income households to these changes. 

(3) Hotlines. State agencies shall op- 
erate toll-free hotlines at the State 
level to provide information on pro- 
gram changes. Project areas may also 
operate hotlines. These hotlines shall 
be in operation at least 1 week prior to 
the elimination of the purchase re- 
quirement. Hotlines shall be staffed by 
employees or volunteers who are gen- 
erally knowledgeable about food 
stamp requirements and procedures so 
that accurate information is provided 
and complaints are referred to the ap- 
propriate officials for resolution. Hot- 
_ line operators shall provide interested 
callers with the telephone numbers 
and addresses of local food stamp of- 
fices and with information about the 
information and _ verilication§ that 
should be presented at the certifica- 
tion interview. Hotline operators shall 
not make absolute statements about 
the caller’s eligibility or ineligibility 
for benefits. Upon request, food stamp 
application forms shall be mailed to 
callers. State agencies shall operate an 
adequate number of telephone lines 
during normal business hours to 
ensure that callers have reasonable 
access to program information. At a 
minimum, State agencies shall operate 
one telephone line for caseloads of less 
than 160,000 participants, two lines for 
caseloads of between 100,000 and 
500,000 participants, three lines for 
caseloads of between 500,000 and 1 
million participants, and four lines for 
caseloads of over 1 million partici- 
pants. State agencies may reduce the 
number of State level lines by substi- 
tuting project area lines provided that 
the project area lines meet the mini- 
mum reguirements contained in this 
subsection and there is at least one 
toll-free hotline at the State level. The 
hotlines may also be used to provide 
information about other programs ad- 
ministered by the State agency. The 
hotline number shall be posted in cer- 
tification offices and included in the 
printed materials required in para- 
graph (f)(1)ii) of this section. In addi- 
tion, State agencies may publicize the 
hotline number through radio and TV. 


a 


RULES AND REGULATIONS 


After 3 months of operation under 
these standards, State agencies which 
can demonstrate that the minimum 
number of lines required exceeds the 
need may request FNS approval to 
reduce the number of lines. 

(4) Volunteers. State agencies shail 
notify groups and organizations identi- 
fied in outreach plans, as well as other 
groups and organizations that can 
assist in contacting low-income house- 
holds, of the availability of training 
and of printed materials on the new 
program requirements. For example, 
State agencies which expect an influx 
of migrant farmworkers during the 
transition period shall contact local 
farmworkers organizations. State 
agencies shall previde training and 
printed materials described in para- 
graph (f)(1) cf this section to interest- 
ed groups and organizations upon re- 
quest. Efforts to enlist the assistance 
of these groups and organizations 
shall begin at least 1 week prior to the 
elimination of the purchase require- 
ment. Training and the providing of 
printed materials shall be completed 
by 6 months thereafter. 


§ 272.7 Nondiscrimination compliance. 

(a) Requirement. State agencies 
shall not discriminate against any ap- 
plicant or participant in any aspect of 
program administration, including, but 
not limited to, the certification of 
houschoids, the issuance ef coupons, 
the conduct of fair hearings, or the 
conduct of any other program service 
for reasons of age, race, color, sex, 
handicap, religious creed, national 
origin, or political beliefs. Discrimina- 
tion in any aspect of program adminis- 
tration is prohibited by these regula- 
ticns, the Food Stamp Act, the Age 
Discrimination Act of 1975 (Pub. L. 
94-135), the Rehabilitation Act of 1973 
“Pub. L. 93-112, sec. 504), and title VI 
of the Civil Rights Act of 1964 (42 
U.S.C. 2000d). Enforcement action 
may be brougnt under any applicable 
Federal law. Title VI complaints shall 
be processed in accord with 7 CFR 
Part 15.° 

(0) Right to file a compiaint. Individ- 
uals who believe that they have been 
subject to discrimination as specified 
in paragraph (a) of this section may 
file a written compiaint with the Sec- 
retary or the Administrator, FNS, 
Washington, D.C. 20250, and/or with 
the State agency, if the State agency 
has a system for processing discrimi- 
nation complaints. The State agency 
shall explain both the FNS and, if ap- 
piicable, the State agency complaint 
system to each individual who ex- 
presses an interest in filing a discrimi- 
nation complaint and shali advise the 
individual of the right to file a com- 
plaint in either or both systems. 

(c) FNS complaint requirements. (1) 
Complaints shall contain the following 


information to facilitate 
tions: 

(i) The name, address, and telephone 
number or other means of contacting 
the person alleging discrimination. 

(ii) The location and name of the or- 
ganization or office which is accused 
of discriminatory practices. 

(iii) The nature of the incident or 
action or the aspect of program ad- 


investiga- 


“ministration that led the person to 


allege discrimination. 

(iv) The reason for the alleged dis- 
crimination (age, race, color, sex, 
handicap, religious creed, national 
origin, or political belief) 

(v) The names, titles (if appropri- 
ate), and addresses of persons who 


may have knowledge of the alleged 
discriminatory acts. 

(vi) The date or dates on which the 
actions oc- 


alleged discriminatory 
curred. 

(2) If a complainant makes allega- 
tions verbally and is unable or is reluc- 
tant to put the allegations in writing, 
the FNS employee to whom the alle- 
gations are made shall document the 
complaint in writing. Every effort 
shall be made by the individual accept- 
ing the complaint to have the com- 
plainant provide the information spec- 
ified in paragraph (c)(1) of this 
section. 

(3) Complaints will be accepted by 
the Secretary or the Administrator, 
FNS, even if the information specified © 
in paragraph (c)(1) of this section is - 
net complete. However, investigations « 
will be conducted only if information , 
concerning paragraph (c1) (ii), iii), ; 
(iv) of this section is provided. 

(4) A complaint must be filed no 
later than 180 days from the date of 
the alleged discrimination. However, 
the time for filing may be extended by 
the Secretary. 

(d) State agency complaint require- 
ments. (1) The State agency may de- 
velop and use a State agency com- 
plaint system. 

(2) The State agency shall submit to 
FNS a report on each discrimination 
complaint processed at the State level. 
The report shail contain as much in- 
formation in paragraph (c(i) of this 
section as is available to the State 
agency, the findings of the investiga- 
tion, and, if appropriate, the corrective 
action planned or taken. 

(e) Reviews. Reserved] 

({) Public notification. The State 
agency Shall: (1) Publicize the proce- 
dures described in paragraphs (b) and 
(c) of this section, and, if applicable, 
the State agency’s complaint proce- 
dures; (2) insure that all offices in- 
volved in administering the program 
and that also serve the public display 
the nondiscrimination poster provided 
by FNS; and (3) insure that partici- 
pants and other low-income’ house- 
holds have access to information re- 
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garding nondiscrimination statutes 
and policies, complaint procedures, 
and the rights of participants, within 
10 days of the date of a request. 

(g) Data collection. The State 
agency shall obtain data on house- 
holds by racial/ethnic category. The 
racial/ethnic categories are: American 
Indian cr Alaskan Native, Asian or Pa- 
cific Islander, black (not of Hispanic 
origin), Hispanic, and white (not of 
Hispanic origin). The Siate agency 
may request applicants to identify vol- 
untarily their race or ethnicity on the 
application form. The application 
form in these States shall clearly indi- 
cate that the information is voluntary, 
that it will not affect eligibility or the 
level of benefits, and that the reason 
for the information is to assure that 
program benefits are distributed with- 
out regard to race, color, or national 
origin. The State agency shall develop 
alternative means of providing the 
racial and ethnic data on households, 
such as by observation during the in- 
terview, when the information is not 
voluntarily provided by the household 
on the application form, 

(h) Reports. As required by FNS, the 
State agency shall report the racial/ 
ethnic data on participating house- 
holds on forms provided by FNS. 


3. Parts 272 and 273 are revised and 
redesignated as parts 278 and 279, re- 
spectively. The new part 273 reads as 
follows: 


PART 273—CERTIFICATION OF ELIG!I- 
BLE HOUSEHOLDS 


Sec. 

273.1 
273.2 
273.3 
273.4 
273.5 
273.6 
273.7 


Household concept. 

Application processing. 

Residency. 

Citizenship and alien status. 

Tax dependency. 

SSI cash-out States. 

Work registration requirement. 

273.8 Resource eligibility standards. 

273.9 Income and deductions. 

273.10 Determining household eligibility 
and benefit level. 

273.11 Action on households with special 
circumstances. 

273.12 Reporting changes. 

273.13 Notice of adverse action. 

273.14 Recertification. 

273.15 Fair hearings. 

273.16 Fraud disqualification. 

273.17 Restoration of lost benefits. 

273.18 Claims against households. 

273.19 Sixty day continuation of certifica- 
tion. 


AutHoRiITY: 91 Stat. 958 (7 U.S.C. 2011- 
2027). 


§ 273.1 Household concept. 


(a) Househoid definition. A house- 
hold may be composed of any of the 
following individuals or groups of indi- 
viduals, provided that such individuals 
or groups are not residents of an insti- 
tution, except as otherwise specified in 
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§ 273.1(e), or residents of a commercial 
boarding house, and provided that sep- 
arate household status shall. not be 
granted to a spouse, as defined in 
§ 271.2, of a member of the household, 
or to children under 18 years of age 
under the parental control of a 
member of the household: 

(1) An individual living alone; 

(2) An individual living with others, 
but customarily purchasing food and 
preparing meals for home consump- 
tion separate and apart from the 
others; 

(3) An individual who is a boarder, 
living with others and paying reason- 
able compensation to the others for 
meals for home consumption; 

(4) A group of individuals living to- 
gether for whom food is customarily 
purchased in common and for whom 
meals are prepared together for home 
consumption; or 

(5) A group of individuals who are 
boarders, living with others and 
paying reasonable compensation to 
the others for meals for home con- 
sumption. 

(b) Nonhousehold members. The fol- 
lowing individuals residing with a 
household shall not be considered 
household members in determining 
the household’s eligibility or allot- 
ment. Nonhousehold members who 
are otherwise eligible may participate 
in the Program as separate house- 
holds. 

(1) Roomers. Individuals to whom a 
household furnishes lodging, but not 
meals, for compensation. 

(2) Boarders. Individuals to whom a 
household furnishes lodging and 
meals with the following restrictions: 

(i) Boarder status shall not be grant- 
ed to a spouse, as defined in § 271.2, of 
a member of the household, or to chil- 
dren under 18 years of age under the 


‘parental control of a member of the 


household. 

(ii) Boarder status shall net be ex- 
tended to persoims paying less than a 
reasonable monthly payment for 
meals. An individuai furnished both 
meals and lodging by the household, 
but paying compensation of less than 
a reasonable amount, will be consid- 
ered a member of the household 
which provides the meats and lodging. 
When the boarder’s payments for 
room are distinguishable from the 
payments for meals, only the amount 
paid for meals will be evaluated to de- 
termine if reasonable compensation is 
being paid for meais. The reasonable 
monthly payment for meais shall be 
paid in cash. In no event shall food 
stamps be paid for meals and be cred- 
ited toward the monthly payment. A 
reasonable monthly payment shall be 
either of the following: 

(A) Boarders whose board arrange- 
ment is for more than two meals per 
day shall pay an amount which equals 
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or exceeds the thrifty food plan for 
the appropriate size of the boarder 
household, as specified in the appen- 
dix to § 273.10; or 

(B) Boarders whose board arrange- 
ment is for two meals or less per day 
shall pay an amount which equals or 
exceeds two-thirds of the thrifty food 
plan for the appropriate size of the 
boarder household. 

(3) Live-in-attendants. Individuals 
who reside with a household to pro- 
vide medical, housekeeping, child care 
or other similar personal services. 

(4) Ineligible aliens. Individuals who 
do not meet the citizenship or eligible 
alien status in § 273.4(a). 

(5) SSI recipients in “cash-out” 
States. Recipients of SSI benefits who 
reside in a State designated by the 
Secretary of Health, Education, and 
Welfare to have specifically included 
the value of the coupon allotments in 
its State supplemental payments. 

(6) Student tax dependents. Students 
who are or could be properly claimed 
as tax dependents for Federal income 
tax purposes by a member of a house- 
hold which is not eligible to partici- 
pate in the food stamp program, in ac- 
cordance with § 273.5. 

(7) Disqualified individuals. Individ- 
uals disqualified for fraud, as set forth 
in § 273.16, or coliege students dis- 
qualified for failure to meet the school 
year work registration requirements as 
set forth in § 273.7(b)(9)(i). 

(8) Others. Other individuals who 
share living quarters with the house- 
hold but who do not customarily pur- 
chase food and prepare meals with the 
household. For example, if the appli- 
cant household shares living quarters 
with another family to save on rent, 
but does not purchase and prepare 
food togetner with that family, the 
members of the other family are not 
members of the applicant household. 

(c) Boarding house. . Residents of 
commercial boarding houses are not 
eligible for program benefits. For pro- 
gram purposes, a boarding house shail 
be defined as an establishment which 
is licensed as a commercial! enterprise 
which offers meals and lodging for 
compensation. In preject areas with- 
out licensing requirements, a boarding 
house shall be defined as a commercial 
establishment which offers meals and 
lodging for compensation with the in- 
tention of making a profit. The 
number of boarders residing in a 
boarding house shall not be used to 
determine if a boarding house is a 
commercial enterprise. The household 
of the proprietor of a boarding house 
may participate in the Program sepa- 
rate and apart from the residents of 
the boarding house, if that household 
meets all of the eligibility require- 
ments for program participation. 

(d) Head of household. State agen- 
cies may designate the head of house- 
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hold or permit the household to do so. 
State agencies shall not use the head 
of household classification to impose 
special requirements on the house- 
hold, such as requiring that the head 
of household, rather than another re- 
sponsible member of the household, 
appear at the certification office to 
make application for benefits. 

(e) Residents of institutions. Individ- 
uals shall be considered residents of 
an institution when the institution 
provides them with the majority of 
their meals as part of the institution’s 
normal services and the institution 
has not been authorized to accept cou- 
pons. Residénts of institutions are not 
eligible for participation in the pro- 
gram, with the following two excep- 
tions: 

(1) Residents of federally subsidized 
housing for the elderly, built under 
either section 202 of the Housing Act 
of 1959 or section 236 of the National 
Housing Act. 

(2) Narcotic addicts or alcoholics 
who, for the purpose of regular par- 
ticipation in a drug or alcohol treat- 
ment and “rehabilitation program, 
reside at a facility or treatment center. 

(ff) Authorized representatives. (1) 
The head of the household, spouse, or 
any other responsible member of the 
household may designate an author- 
ized representative to act on behalf of 
the household in one or all of the fol- 
lowing capacities: 

(i) Making application for the pro- 
gram. When the head of the house- 
hold or the spouse cannot make appli- 
cation, another household member 
may apply or an adult nonhousehold 
member may be designated as the au- 
thorized representative for that pur- 
pose. The head of the household or 
the spouse should prepare or review 
the application whenever possible, 
even though another household 
member or the authorized representa- 
tive will actually be interviewed. The 
State agency shall inform the house- 
hold that the household will be held 
liable for any overissuance which re- 
sults from erroneous’ information 
given by the authorized representa- 
tive, except as provided in 
§ 273.11(e)(6). Aduits who are nonhou- 
sehold members may be designated as 
authorized representatives for certifi- 
cation purposes only under the follow- 
ing conditions: 

(A) The authorized representative 
has been designated in writing by the 
head of the household, or the spouse, 
or another responsible member of the 
household; and 

(B) The authorized representative is 
an adult who is sufficiently aware of 
relevant household circumstances. 

(ii) Obtaining the coupons. An au- 
thorized representative may be desig- 
nated to obtain coupons. These desig- 
nations shall be made at the time the 
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application is completed and any au- 
thorized representative shall be named 
on the ID card. The authorized repre- 
sentative for coupon issuance may be 
the same individual designated to 
make application for the household or 
may be another individual. Even if a 
household member is able to make ap- 
plication and obtain coupons, the 
household should be encouraged to 
name an authorized representative for 
obtaining coupons in case of illness or 
other’ circumstances which might 
result in an inability to obtain cou- 
pons. The household may also desig- 
nate an emergency authorized repre- 
sentative at a later date. An emergen- 
cy authorized representative is some- 
one who obtains coupons when neither 
a household member nor the author- 
ized representative is abie to obtain 
them because of unforeseen circum- 
stances. State agencies shall provide 
for a system, which meets the reguire- 
ments of § 274.2(e), to permit the des- 
ignation, in writing, of an emergency 
authorized representative to obtain 
coupons with a particular ATP. 

(iii) Using the coupons. The author- 
ized representative may use coupons 
to purchase food for the household's 
consumption, with the full knowledge 
and consent of the household, pro- 
vided the authorized representative 
has the household’s ID card. 

(2) Drug addict/alecoholic treatment 
centers as authorized represeniatives. 
Narcotics addicts or alcoholics who 
regularly participate in a drug or alco- 
holic treatment program on a resident 
basis may elect to participate in the 
food stamp program. The residents 
shall apply and be certified for pro- 
gram participation through the use of 
an authorized representative who 
shall be an employee of and designat- 
ed by the private nonprofit organiza- 
tion or institution that is administer- 
ing the treatment and rehabilitation 
program. The organization or institu- 
tion shall apply on behalf of each 
addict or alcoholic and shall receive 
and spend the coupon allotment for 
food prepared by and/or served to the 
addict or alcoholic. The organization 
or institution shall also be responsible 
for complying with the requirements 
set forth in § 273.11(e). 

(3) In the event the only adult living 
with a household is classified as a non- 
household member as defined in para- 
graph (b) of this section, that individu- 
al may be the authorized representa- 
tive for the miner household mem- 
bers. 

(4) The following restrictions apply 
to authorized representatives: 4 

(i) State agency employees who are 
involved in the certification and/or is- 
suance processes and retailers that are 
authorized to accept food coupons 
may not act as authorized representa- 
tives without the specific written ap- 


proval of the designated State agency 
official and only if that official deter- 
mines that no one else is available to 
serve as an authorized representative. 

(ii) Individuals disqualified-for fraud 
shali not act as authorized representa- 
tives during the period of disqualifica- 
tion, unless the individual disqualified 
is the only adult member of the house- 
hold able to act on its behalf and the 
State agency has determined that no 
one else is available to serve as an au- 
thorized representative. The State 
agency shall separately determine 
whether these individuals are needed 
to apply on behalf of the household, 
to obtain coupons, and to use the cou- 
pons for food for the household. For 
example, the household may have an 
authorized representative to obtain its 
coupons each month, but not be able 
to find anyone to purchase food regu- 
larly with the coupons. If the State 
agency also is unable to find anyone to 
serve as an authorized representative 
to purchase food regularly with the 
coupons, the disqualified member 
shall be allowed to do so. 

dii) The State agency shall insure 
that authorized representatives are 
properly designated. The name of the 
authorized representative shall be con- 
tained in the household’s case file. 
Limits shall not -be placed on the 
number of households an authorized 
representative may represent. In the 
event employers, such as those that 
employ migrant or seasonal farm- 
workers, are designated as authorized 
representatives or that a single au- 
thorized representative has access to a 
large number of ATP’s or coupons, the 
State agency should exercise caution 
to assure that: The household has 
freely requested the assistance of the 
authorized representative; the house- 
hold’s circumstances are correctly rep- 
resented and the household is receiv- 
ing the correct amount of benefits; 
and that the authorized representative 
is properly using the coupons. State 
agencies which suspect authorized rep- 
resentatives of not properly using cou- 
pons should report the circumstances 
to FNS. 


§ 273.2 Application processing. 7. 

(a) General purpose. The application 
process includes filing and completing 
an application form, being  inter- 
viewed, and having certain informa- 
tion verified. The State agency shall 
act promptly on all applications and 
provide food stamp benefits retroac- 
tive to the month of application to 
those households that have completed 
the application process and have been 
determined eligible. Expedited service 
shall be available to households in im- 
mediate need. Specific responsibilities 
of households and State agencies in 
the application process are detailed 
below. 
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(b) Food stamp application form. All 
State agencies shall use an application 
form designed by FNS. FNS may ap- 
prove a deviation from that form to 
accommodate the use of a combined 
PA/food stamp application form, the 
requirements of a computer system, or 
other exigencies for which the State 
agency can submit adequate justifica- 
tion, provided the form is under- stan- 
dable to applicants and easy to com- 
plete. Each application form shall con- 
tain a description in understandable 
terms in prominent and boldface let- 
tering of the civil and criminal provi- 
sions and penalties for violations of 
the Food Stamp Act. 

(c) Filing an appiication. (1) House- 
hold’s right to file. Households must 
file food stamp applications by submit- 
ting the forms to the food stamp 
office either in person, through an au- 
thorized representative or by mail. 
The length of time a State agency has 
to deliver benefits is calculated from 
the date the application is filed in the 
food stamp office designated by the 
State agency to accept the household's 
application. Each household has the 
right to file an application form on 
the same day it contacts the food 
stamp office during office hours. The 
household shall be advised that it does 
not have to be interviewed before 
filing the application and may file an 
incomplete application form as long as 
the form contains the applicant’s 
name and address, and is signed by a 
responsible member of the household 
or the household’s authorized repre- 
sentative. State agencies shall docu- 
ment the date the application was 
filed by recording on the application 
the date it was received by the food 
stamp office. 

(2) Contacting the food stamp office. 
(i) State agencies shall encourage 
households to file an application form 
the same day the household or its rep- 
resentative contacts the food stamp 
office in person or by telephone and 
expresses interest in obtaining food 
stamp assistance. If a household con- 
tacting the food stamp office by tele- 
phone does not wish to come to the 
appropriate office to file the applica- 
tion that same day and instead prefers 
receiving an application through the 
mail, the State agency shall mail an 
application form to the household on 
the same day the telephone request is 
received. An application shall also be 
mailed on the same day a written re- 
quest for food assistance is received. 

(ii) If a household contacts the 
wrong certification office within a 
project area, either in person or by 
telephone, the certification office 
shall, in addition to meeting the re- 
quirements in paragraph (c)(2)i) of 
this section, give the household the 
address and telephone number of the 
appropriate office. If the household 
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has mailed its application to the 
wrong office within a project area, the 
certification office shall mail the ap- 
plication to the appropriate office on 
the same day. 

(3) Availability of the application 
form. The State agency shall make ap- 
plication forms readily accessible to 
potentially eligible households and 
those groups and organizations in- 
volved in outreach efforts. The State 
agency shall also provide an applica- 
tion form to anyone who requests the 
form. 

(4) Notice of right to file. The State 
agency shall post signs in the certifica- 
tion office which explain the applica- 
tion processing standards and the 
right to file an application on the day 
of initial contact. The State agency 
shall include similar information 
about same day filing in outreach ma- 
terials and on the application form. 

(5) Withdrawing application. The 
household may voluntarily withdraw 
its application at any time prior to the 
determination of eligibility. The State 
agency shall document in the case file 
the reason for withdrawal, if any was 
stated by the household, and that con- 
tact was made with the household to 
confirm the withdrawal. The house- 
hold shali be advised of its right to 
reapply at any time subsequent to a 
withdrawal. 

(ad) Household cooperation. To deter- 
mine eligibility, the application form 
must be completed and signed, the 
household or its authorized represent- 
ative must be interviewed, and certain 
information on the application must 
be verified. If the household refuses to 
cooperate with the State agency in 
completing this process, the applica- 
tion shall be denied at the time of re- 
fusal. Por a determination of refusal 
to be made, the household must be 
able to cooperate, but clearly demon- 
strate that it will not take actions that 
it can take and that are required to 
complete the application process. For 
example, to be denied for refusal to co- 
operate, a household must refuse to be 
interviewed not merely failing to 
appear for the interview. If there is 
any question as to whether the house- 
hold has merely failed to cooperate, as 
opposed to refused to cooperate, the 
household shall not be denied. The 
household shall also be determined in- 
eligible if it refuses to cooperate in 
any subsequent review of its eligibility, 
including reviews generated by report- 
ed changes, recertifications, or as part 
of a quality control review. Once 
denied or terminated for refusal to co- 
operate, the household may reapply 
but shall not be determined eligible 
until it cooperates. 

(e) Interviews. (1) All applicant 
households, including those submit- 
ting applications by mail, shall have 
face-to-face interviews in a food stamp 
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office or other certification site with a 
qualified eligibility worker prior to ini- 
tial certification and all recertifica- 
tions. The individual intérviewed may 
be the head of household, spouse, any 
other responsible member of the 
household, or an authorized represent- 
ative. The interviewer shall not simply 
review the information that appears 
on the application, but shall explore 
and resolve with the household un- 
clear and incomplete information. 
Households shall be advised of their 
rights and responsibilities during the 
interview, including the appropriate 
application processing standard and 
the households’ responsibility to 
report changes. The interview shall be 
conducted as an official and confiden- , 
tial discussion of household circum- 
stances. The applicant's right to priva- , 
cy shall be protected during the inter- ; 
view. Facilities shall be adequate to , 
preserve the privacy and confidential- , 
ity of the interview. 

(2) The office interview shall be : 
waived if requested by any household } 
which is unable to appoint an author- ! 
ized representative and which has no 
10usehold members able to come to | 
the food stamp office because they are | 
65 years of age or older, or are mental- } 
ly or physically handicapped. The ; 
office interview shall also be waived if 
requested by any household which is } 
unable to appoint an authorized repre- } 
sentative and lives in a location which | 
is not served by a certification office | 
as provided in §272.5. The State ; 
agency shall waive the office interview 
on a case-by-case basis for any house- } 
hoid which is unable to appoint an au- : 
thorized representative and which has © 
no household members able to come to : 
the food stamp office because of trans- : 
portation difficulties or similar hard- : 
ships which the State agency deter- 
mines warrants a waiver of the office 
interview. These hardship conditions 
include, but are not limited to: Ilness, 
care of a household member, pro- 
longed severe weather, or work hours 
which preclude in-office interview. 
The State agency shail determine if 
the transportation difficulty or hard- 
ship reported by a household warrants 
a waiver of the office interview and 
shall document in the case file why a 
request for a waiver was granted or 
denied. 

(i) The State agency has the option 
of conducting a telephone interview or 
a home visit for those households for 
whom the office interview is waived. 
Home visits shall be used only if the 
time of the visit is scheduled in ad- 
vance with the household. 

(ii) Waiver of the face-to-face inter- 
view does not exempt the household 
from the verification requirements, al- 
though special procedures may be 
used to permit the household to pro- 
vide verification and thus obtain its 
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benefits in a timely manner, such as 
substituting a collateral contact in 
cases where documentary verification 
would normally be provided. 

Gil) Waiver of the face-to-face inter- 
view shall not affect the length of the 
household’s certification pericd. 

(3) The State agency shall schedule 
all interviews as promptly as possible 
to insure eligible households receive 
an opportunity to participate within 
30 days after the application is filed. If 
a household faiis to appear for the 
first interview, the State agency shall 
attempt to schedule another interview. 
The interview shall be rescheduled by 
the State agency without requiring 
the household to provide good cause 
for failing to appear. However, if the 
household does not appear for the. res- 
cheduled interview, the State agency 
need not initiate action to schedule 
any further interviews unless the 
ij0usehold requests that another inter- 
view be scheduled. 

(f) Verification. Verification is the 

se of third-party information or doc- 
umentation to establish the accuracy 
of statements on the application. 

(1) Mandatory verification. State 
agencies shall verify the following in- 
formation prior to certification for 
households initially applying: 

(i) Gross nonexempt income. Gross 
nonexempt income shall be verified 
for all households prior to certifica- 
tion. However, where all attempts to 
verify the income have been unsuc- 
cessful because the person or organiza- 
tion providing the income has failed to 
cooperate with the household and the 
State agency, and all other sources of 
verification are unavailable, the eligi- 
bility worker shall determine an 
amount to be used for certification 
purposes based on the best available 
information. 

(il) Alien status. (A) Based on the ap- 
-plication, the State agency shall deter- 
mine if members identified as aliens 
are eligible aliens, as defined in 
§ 273.4(a) (2) through (6), by requiring 
that the household present verifica- 
tion for each alien member. 

(B) Aliens in the categories specified 
in § 273.4(a) (2) and (3) shall present 
an Immigration and Naturalization 
Service (INS) form I-151 or I-551— 
“Alien Registration Receipt Card’’; or 
the “Re-entry Permit,” a passport 
booklet for lawful 
dents aliens. 

(C) Aliens in the categories specified 
in § 273.4(a) (4) through (6) shall pres- 
ent an INS form I-94—“Arrival-Depar- 
ture Record.” The State agency shall 
accept the INS form I-94 as verifica- 
tion of eligible alien status only if the 
form is annotated with section 
203(a)(7), section 212(d)(5), or section 
243(h) of the Immigration and Nation- 
ality Act; or if the form is annotated 
with one of the following terms or a 
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combination of the following terms: 
Refugee, parolee, paroled, conditional 
entry or entrant, or asylum. An INS 
form I-94 annotated with the letters 
(A) through (L) shall be considered 
verification of ineligible alien status 
unless the alien can provide other doc- 
umentation from INS which indicates 
that the alien is eligible. If the INS 
form I-84 does not bear any of the 
above annotations and the alien has 
no other verification of alien classifi- 
cation in his or her possession, the 
State agency shall advise the alien: 
That classification under section 
203(aX7), 212(d)(5), or 243(h) of the 
Immigration and Nationality Act shall 
result in eligible status; that the alien 
may be eligibie if acceptable verifica- 
tion is obtained; and that the alien 
may contact INS or otherwise obtain 
the necessary verification, or if the 
alien wishes and signs a written con- 


sent, that the State agency will con- 


tact INS to obtain clarification of the 
alien’s status. 

(D) If an alien is unable to provide 
any INS document at all (not even an 
INS form I-94), then the State agency 
has no responsibility to offer to con- 
tact INS on the alien’s behalf. The 
State agency’s responsibility exists 
only when the alien has an INS docu- 
ment that does not clearly indicate eli- 
gible or ineligible alien status. In any 
event, the State agency shall not con- 
tact INS to obtain information about 
the alien’s correct status without the 
alien’s written consent. 

(E) if the proper INS documentation 
is not available, the alien may state 
the reason and submit other conciu- 
Sive verification. The State agency 
shall accept other forms of documen- 
taticn or correboration from INS that 
the alien is classified pursuant to sec- 
tion 101(a)(15), 101¢(a)(20), 203(a)(7), 
212(d)(5), 243, or 249 of the Immigra- 
tion and Nationality Act, or other con- 
clusive evidence such as a court order 
stating that deportation has been 
withheld pursuant to section 243(h) of 
the Immigration and Nationality Act. 

(F) While awaiting acceptable verifi- 
cation, the alien whose status is ques- 
tionable shall be ineligible, but the eli- 
gibility of the remaining members (if 
any) shall be determined in accord- 
ance with the procedures in 
§ 273.11(d). If the alien does not wish 
to contact INS or give permission for 
the State agency to contact INS, the 
10usehcid shall be given the option of 
withdrawing its application or partici- 
pating without that member. 

(iii) Utility expenses, The State 
agency shall verify a household’s util- 
ity expenses if the household wishes 
to claim expenses in excess of the 
State agency’s utility standard and the 
expense would actually result in a de- 
duction. If the household’s actual util- 
ity expenses cannot be verified before 


formation. 


the 30 days allowed to process the ap- 
plication expire, the State agency 
shall use the standard utility 
allowance, provided the household is 
entitled to use the standard as speci- 
fied in § 273.9(d). If the household 
wishes to claim expenses for an unoc- 
cupied home, the State agency sha!) 
verify the household’s actual utility 
expenses for the unoccupied home in 
every case and shall not use the stand- 
ard utility allowance. 

(2) Verification of questionable in- 
With the exception of 
liquid resources and loans, State agen- 
cies shall verify all other factors of eli- 
gibility prior to certification only if 
they are questionable and affect a 
household’s eligibility or benefit level. 
Procedures for verifying loans and 
liguid resources are described in para- 
graph (3) of this section. To be consid- 
ered questionable, the information on 
the application must be inconsistent 
with statements made by the appli- 
cant, inconsistent with other informa- 
tion on the application or previous ap- 
plications, or inconsistent with infor- 
mation received by the State agency. 
When determining if information is 
questionable, the State agency shall 
base the decision on each household’s 
individual circumstances. A  house- 
hold’s report of expenses which 
exceed its income may be grounds for 
a determination that further verifica- 
tion is required. However, this circum- 
stance shall not, in and of itself, be 
grounds for a denial. The State agency 
shall instead explore with the house- 
hold how it is managing its finances, 
whether the household receives ex- 
cluded income or has resources, and 
how long the household has managed 
under these circumstances. Procedures 
described below shall apply when in- 
formation concerning one of the fol- 
lowing eligibility requirements is ques- 
tionable: 

(i) Househoid composition. If ques- 
tionable, State agencies shall verify 
any factors affecting the composition 
of a household such‘ as household size 
and boarder status. However, due to 
the difficuity in verifying whether or 
not a group of individuals customarily 
purchases and prepares meals togeth- 
er and, therefore, constitutes a house- 
hoid, State agencies shall generally 
accept the household’s statement re- 
garding food preparation and purchas- 
ing. 

(ii) Citizenship. (A) When 2 house- 
hold’s statement that one or more of 
its members are U.S. citizens is ques- 
tionable, the household shall be asked 
to provide acceptable verification. Ac- 
ceptable forms of verification include 
birth certificates, religious records, 
voter registration cards, certificates of 
citizenship or naturalization provided 
by INS, such as identification cards 
for use of resident citizens in the 
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United States (INS form I-179 or INS 
Form I-197) or U.S. passports. Partici- 
pation in the AFDC program shall 
also be considered acceptable verifica- 
tion if verification of citizenship was 
obtained for that household. If the 
above forms of verification cannot be 
obtained and the household can pro- 
vide a reasonable explanation as to 
why verification is not available, the 
State agency shall accept a signed 
statement from someone who is a U.S. 
citizen which declares, under penalty 
of perjury, that the member in ques- 
tion is a U.S. citizen. The signed state- 
ment shall contain a warning of the 
penalties for helping someone commit 
fraud, such as: If you intentionally 
give false information to help this 
person get food stamps, you may be 
fined, imprisoned, or both. 

(B) The member whose citizenship is 
in question shall be allowed to partici- 
pate for 2 months pending verification 
of citizenship if the household is oth 
erwise eligible and efforis are being 
made to obtain the necessary verifica- 
tion. If verification has not been ob- 
tained within 2 months, the member 
whose citizenship is in question shall 
be ineligible and that member's 
income and resources shall not be con- 
sidered available to any remaining 
household members. 

(iii) Tax dependency. The State 
agency shall verify the tax dependen- 
cy status of students who are subject 
to the tax dependency rules described 
in § 273.5 and who do not know their 
tax dependency status or who provide 
questionable information. For exam- 
ple, the State agency may consider a 
student’s statement concerning tax de- 
pendency auestionable if the student 
claims not to be a tax dependent but 
receives enough financial support 
from the parents or guardians (such as 
the payment of tuition or rent) to in- 
dicate that the parents or guardians 
may be providing more than one-half 
of the student’s support. The State 
agency shall verify the student’s tax 
dependency status by mailing a simple 
form designed by FNS to the studeni’s 
parent. The verification form will re- 
quire the taxpayer to state whether 
the student is claimed or could be 
claimed as .a tax dependent. If the stu- 
dent is or could be claimed as a tax de- 
pendent, the parent will be requested 
to indicate whether the parent’s 
household is currently certified for 
food stamps. If the parent’s household 
is not. certified, the parent must pro- 
vide household size and gross income 
figures so an eligibility determination 
can be made based on the FNS gross 
income tables, discussed in § 273.5(b). 
FNS may approve deviations from the 
tax dependency form under the same 
conditions deviations are granted for 
the application ferm, as specified in 
§ 273.2(b). The. parent’s failure to 
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7 requested information, or a pa- 
response which indicates stu- 
dent ineligiblity, shall result in the 
student being declared ineligible. Stu- 
dents shall have an opportunity to 
demonstrate that they should not be 
deciared ineligible either through an 
informal appeal to the eligibility 
worker or through a fair hearing as 
provided in § 273.15. 
(iv) Deductible 
except 
xceed the standard 
unoccupied homes 
milly if questionable and if al- 
the } se 6©would actualiy 
resuit in a For example, 
rent, even if questionable, would not 
be verified household’s child 
care expenses exceeded the limit on 
the combined dependent care/shelter 
deduction since the amount of the 
rent cannot aiter the amount of the 
deduction. 

(A) Household that wish to claim 
shelter costs for a home that is unoc- 
cupied because of employment or 
training away from the home, iliness, 
or abandonment caused by a natural 
disaster or casualty loss must provide 
verification of actual utility costs if 
the costs would result in a deduction. 
These household e also responsible 
for providing ve ition of any other 
shelter costs of the unoccupied home 
if the cost is questionable and it would 
result in a deduction. The State 
agency is not required to assist house- 
holds in obtaining verification of this 
expense if the verification would have 
to be obtained from a source outside 
of the project area. 

(B) If a deductible expense must be 
verified and obtaining the verification 
may deiay the househoild’s certifica- 
tion, the State agency shall advise the 
househoid that the household’s eligi- 
bility and benefit level may be deter- 
mined without providing a deduction 
for the Claimed but unverified ex- 
pense. Shelter costs would be comput- 
ed without including the questionable 
and unverified components. The 
standard utility allowance shall be 
used if the household is entitled to 
claim it and has not verified higher 
actual costs. Ii the expense cannot be 
verified within 30 days of the date of 
application, the State agency shall de- 
termine the household’s eligibility and 
benefit level without providing a de- 
duction for the unverified expense. If 
the household subsequently provides 
the missing verification, the State 
agency shall redetermine the house- 
hold’s benefits, and provide increased 
benefits, if any, in accordance with the 
timeliness standards in § 273.12 on re- 
ported changes. The household shall 
be entitled to the restoration of any 
benefits as a result of the disallowance 
of the expense only if-the expense 
could not be verified within the 30-day 
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processing standard because the State 
agency failed to allow the household 
sufficient time, as defined in para- 
graph (h)(1) of this section, to verify 
the expense. If the household would 
be ineligible unless the expense is al- 
lowed, the household’s application 
shall be handled as provided in para- 
graph (h) of this section. 

(3) Liquid resources and loans. The 
State agency may determine when to 
verify liquid resources and if moneys 
received by households are loans, pro- 
vided that, at a minimum, these items 
shall be verified if questionable as 
specified in paragraph (2) of this sec- 
tion. When verifying that income is 
exempt as a loan, a legally binding 
agreement is not required. A simple 
statement signed by both parties 
which indicates that the payment is a 
loan and must be repaid shall be suffi- 
cient verification. However, if the 
household receives payments on a re- 
current or regular basis from the same 
source’.but claims the payments are 
loans, the State agency may also re- 
quire that the provider of the loan 
sign an affidavit which states that re- 
payments are being made or that pay- 
ments will be made in accordance with 
an established repayment schedule, 

(4) Sources of verification. (i) Docu- 
mentary evidence. State agencies shall 
use documentary evidence as the pri- 
mary source of verification. Documen- 
tary evidence consists of a written con- 
firmation of a household’s circum- 
stances. Examples of documentary evi- 
dence include wage stubs, rent re- 
ceipts, and utility bills. Although doc- 
umentary evidence shall be the pri- 
mary source of verification, acceptable 
verification shall not be limited to any 
single type of document and may be 
obtained through the household or 
other source. Whenever documentary 
evidence cannot be obtained, State 
agencies shall use alternate sources of 
verification such as collateral contacts 
and home visits. 

(ii) Collateral contacts. A collateral 
contact is a verbal confirmation of a 
household’s circumstances by a person 
outside of the household. The coliater- 
al contact may be made either in 
person or over the telephone. The ac- 
ceptability of a collateral contact shall 
not be restricted to a particular indi- 
vidual but may be anyone that can be 
expected to provide an accurate third- 
party verification of the household's 
statements. Examples of acceptable 
collateral contacts are employers, 
landlords, social service agencies, mi- 
grant service agencies, and neighbors 
of the household. 

(iii) Home visits. Home visits shall 
be used as verification only if docu- 
mentary evidence cannot be obtained, 
and the visit is scheduled in advance 
with the household. 
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(iv) Diserepancics. Where informa- 
tion from another source contradicts 
statements made by the household, 
the househoid shall be afforded a rea- 
sonable opportunity to resolve the dis- 
erepancy prior to an eligibility dcter- 
mination. 

(5) Responsibility for obtaining ver- 
ification. (i) The household hes pri- 
mary responsibility for providing doc- 
umentary evidence to support its 
income statements and to resolve any 
questionable information. Households 
may supply documentary evidence in 
person, through the mail, or through 
an authorized representative. The 
State agency shall accept any reason- 
able documentary evidence provided 
by the household and shall be primar- 
ily concerned with how adequately the 
verificaticn proves the statements on 
the application. If it would be difficult 
or impossible for the household to 
obtain the documentary evidence in a 
timely manner, the State agency shall 
offer assistance to the household in 
obtaining the documentary evidence, 
except as otherwise stated in this sec- 
tion. 

(ii) Whenever documentary evidence 
cannot be obtained, the State agency 
shall substitute a collateral contact or 
a home visit. The State agency shail 
rely on the household to provide the 
name of any collateral contact. The 
househoid may request assistance in 
designating a collateral contact. The 
State agency is not required to use a 
collateral contact designated by the 
household if the collateral centac 
cannot be expected to provide an accu- 
rate third-party verification. Whien 
the collateral coniact designeted by 
the houschold is unaccept: é 
State agency shail ask the household 
to designate another collaterai con- 
tact. The State agency is responsible 
for obtaining verification from accept- 
able collateral contacis. 

(6) Documeniation. Case files must 
be documented to support eligibility, 
ineligibility, and benefit leve! dcie 
nations. Doct ation shali be 
sufficient deta sid to permit a reviewer 
to determine the reasonableness an 
accuracy of the determination. pAbgete 
verification was required to res 
questionable information, the 
agency sha i decument why the infor- 
mation was considered questionable 
and what Sieuiniviakiion was used io 
esolve the questionable 
The State agency s 
the reason why an 
verification, — 
tact or home vy was needed, and the 
reason 2 peoiben al contact was reject- 
ed and an alternate requested. 

(7) BENDEX. If documentary evi- 
dence of social security benefits is not 
readily available from the applicant, 
the State agency may verify 


the 
income through the Beneficiary Data 


rmi- 


information. 
hali also document 
alternate source of 
as a collateral cx 
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Exchange (BENDEX). The amount of 
socia! security benefits reported on 
the application shall be used to com- 
pute the household’s eligibility and 
benefit level pending receipt of verifi- 
cation from BENDEX. Any househoid 
member whose social security benefits 
will be verified through BENDEX 
must sign an information release 
statement which is valid during the 
certification period, prior to the State 
agency’s submission of the request for 
verification. 

(8) State Data Exchange (SDX). {Re- 
served] 

(9) Verification subsequent to initial 
cerlification. (i) Recertification. At re- 
certification, the State agency shall 
verify a change in income or a change 
in actual utility expenses claimed by a 
household if the source has changed 
or the amount has changed by more 
than $25 since the last time they were 
verified. State agencies may verify 
income or actual utility expenses 
claimed by households which ere un- 
changed or have changed by $25 or 
less, provided verification is, at a mini- 
mum, required when information is 
questionable as defin na in Reign 2 
(£)(2) of this section. Al ot Uh rer ‘changes 
reported at the time of re fication 
shall be subject to the cz fic 
tion procedures 2s 2 er 7 at initial cer- 
tification. Unehanged inforimetion, 
cther than income and utility ex- 
penses, shall not be ver:iied at recerti- 
fication unless the information is 
questionable as defined in paragraph 
({)(2) of this section. 

Gi) Changes. Changes 
Guring the certification per 
subject to the same versficati D 
dures as apply at initial certification 
—_— that the Stete agency is not re- 

wired to verify income or actual util- 
ity expenses if the source hes not 
changed and the amount has changed 
by $25 or less since the last time they 
were verified. 

(g) Noriiai proce 
Thirty-day 


re eported 


ing standard. 


(i) 
The Stats e 


endar valins ys 


Was 5 filed 


An ent 


d by either a responsible 
“ibe household or: 
authorized renresent cm 
entitled to expe re 
are specified in paragraph 
section. 
Misti ortunifty tc pariic 
rtunity to participate 
fiding households with an 
r at uthorizatio m and havin 
suance facility open and available for 
the household to obtain its allotment. 


If the ATP or coupons are mailed, 
days shell be aviowed for delivery 
before determining if the househc!d 
has been provided_.an opportunity to 
participate. A household has not been 
provided an opportunity to participate 
within the 30-day standard if the ATP 
or allotment is mailed on the 29th or 
30th day. Neither has an opportunity 
to participate been provided if the 

ATP is mailed on the 28th day but no 

issuance facility is open on the 30th 

day. The State agency must mail the 

ATP at least 2 days in advance of the 

30th day and assure that the ATP can 

be transacted after it is received but 
before the 30-day standard expires. 

(3) Denying ihe application. House- 
holds that are found to be ineligibie 
shali be sent a notice of denial as soon 
aS possible but not later than 30 days 
following the date the application was 
filed. If the household has failed to 
appear for two scheduled interviews 
and has made no subsequent contact 
with the State agency to express inter- 
est in pursuing the application, the 
State agency shall send the household 
a notice of denial on the 30th day fol- 
lowing the date of application. The 
househo!d must file a new application 
if it wishes to participate in the pro- 
gram. In cases where the State agency 
was able to conduct an interview and 
request all of the necessary verifica- 
tion on the e same day the application 
was filed, and no subsequent requests 
for verifiention have been made, the 
State egency may also deny the appli- 
cation on the 30th day if the State 
agency provided assistance to the 
houschold in obtaining verification 
when required, as specified in para- 
graph (£5) of this section, buf the 
houschold failed to provide the re- 
quested verification. 

(h) Gelays in processing. Tf the State 
does not det termine a house- 
sligibility and provide an oppor- 

ty y to participate within 30 days of 

.te the application was filed, the 
te egency shall take the following 


Det sitdgpren cause. 


~~ 


neces »S 


Wd 
> OF po 


~ 


mete ere 
ing erite- 
nr ay ‘shall he considered the 
the household if the house- 
old ‘ed failed to | compieie the appli- 
cation rrocess even thou: the State 
AOE nas taken all the action it is re 
ake to assis L the househ ola. 
agency must have taken the 
lov actio ns bef< ees a Gelay can he 
Asia red the fault of the eae Id: 
(A) For households that ha‘ ailed 
to complete the application hi the 
State agency must have ofiered, or at- 
tempted to offer, assistance in its com- 
ge tion 
B) i if one or more members of the 
sous schold have failed to register for 
work, as required in-§ 273.7, the State 
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agency must have informed the house- 
hold of the need to register for work 
and given the household at least 10 
days from the date of notification to 
register these members. 

(C) In cases where verification is in- 
complete, the State agency must have 
provided assistance when required, as 
specified in paragraph (f)(5) of this 
section, and allowed the household 
sufficient time to provide the missing 
verification. Sufficient time shall be at 
least 10 days from the date of the 
State agency’s initial request for the 
particular verification that was miss- 
ing. 

(D) For households that have failed 
to appear for an interview, the State 
agency must have attempted to re- 
schedule the initial interview within 
30 days of the date the application was 
filed. However, if the househoid has 
failed to appear for the first interview 
and a subsequent interview is post- 
poned at the household’s request or 
cannot otherwise be rescheduled until 
after the 20th day but before the 3Cth 
day following the date the application 
was filed, the household must appear 
for the interview, bring verification, 
and register members for work by the 
30th day; otherwise, the delay shall be 
the fault of the household. If the 
househoid has failed to appear for the 
first interview and a subsequent inter- 
view is postponed at the household’s 
request until after the 30th day fol- 
lowing the date the application was 
filed, the delay shall be the fault of 
the household. If the household has 
missed both scheduled interviews and 
requests another interview, any delay 
shall be the fault of the household. 

(ii) Delays that are the fault of the 
State agency include, but are not lim- 
ited to, those cases where the State 
agency failed to take the actions de- 
scribed in paragraphs (h)(1)Xi) (A) 
through (D) of this section. 

(2) Delays caused by the household. 
(i) If by the 30th day the State agency 
cannot take any further action on the 
application due to the fault of the 
household, the househoid shall lese its 
entitlement to benefits for the month 
of application. However, the State 
agency shall give the household an ad- 
ditional 30 days to take the required 
action, except that, if verification is 
lacking, the State agency has the 
option of holding the application 
pending for only 30 days following the 
date of the initial request for the par- 
ticular verification that was missing. 

(A) The State agency has the option 
of sending the household either a 
notice of denial or a notice of pending 
status on the 30th day. The option 
chosen may vary from one project 
area to another, provided the same 
procedures apply to all households 
within a project area. However, if a 
notice of denial is sent and the house- 
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hold takes the required action within 
60 days of the date the application was 
filed, the State agency shall reopen 
the case without requiring a new ap- 
plication. No further action by the 
State agency is required after the 
notice of denial or pending status is 
sent if the household fails to take the 
required action within 60 days of the 
date the application was filed, or the 
State agency chooses the option of 
holding the application pending for 
only 30 days following the date of the 
initial request for the particular verifi- 
cation that was missing and the house- 
hold fails to provide the necessary ver- 
ification by this 30th day, 

(B) State agencies may include in 
the notice a request that the house- 
hold report ail changes in circum- 
stances since it filed its application. 
The information that must be con- 
tained on the notice of denial or pend- 
ing status is explained in § 273.10(g)(1) 
(ii) and (iii). 

(ii) If the household was at fault for 
the delay in the first 30-day period, 
but is found to be eligible during the 
second 30-day period, the State agency 
shall provide benefits only from the 
month following the month of applica- 
tion. The household is not entitled to 
benefits for the month of application 
when the delay was the fault of the 
household, 

(3) Delays caused by the Siate 
agency. (i) Whenever a deiay in the 
initial 30-day period is the fault of the 
State agency, the State agency shall 
take immediate corrective action. The 
State agency shall not deny the appli- 
cation if it caused the delay, but shail 
instead notify the household by the 
30th day after the application was 
filed that its application is being held 
pending. The State agency shall also 
notify the household of any action it 
must take to complete the application 
process. If verification is lacking the 
State agency has the option of holding 
the application pending for only 30 
days following the date of the initial 
request for the particular verification 
that was missing. 

(ii) If the household is found to be 
eligible during the second 30-day 
period, the household shall be entitled 
to benefits retroactive to the month of 
application. If, , the house- 
hold is found to be ineligible, the 
State agency stiall deny the applica- 
tion. 

(4) Delays beyond 60 days. (i) If the 
State agency is at fault for not com- 
pleting the application process by the 
end of the second 30-day period, and 
the case file is otherwise complete, the 
State agency shail continue to process 
the original application until an eligi- 
bility determination is reached. If the 
household is determined eligible, and 
the State agency was at fault for the 
delay in the initial 30 days, the house- 
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hold shall receive benefits retroactive 
to the month of application. However, 
if the initial delay was the household’s 
fault, the household shall receive 
benefits retroactive only to the month 
following the month of application. 
The State agency may use the original 
application to determine the house- 
hold’s eligibility in the months follow- . 
ing the 60-day period, or it may re- 
quire the household to file a new ap- 
plication. 

(ii) If the State agency is at fault for 
not completing the application process 
by the end of the second 30-day 
period, but the case file is not com- 
plete enough to reach an eligibility de- 
termination, the State agency may 
continue to process the original appli- 
cation, or deny the case and notify the 
household to file a new application. If 
the case is denied, the household shall 
also be advised of its possible entitie- 
ment to benefits lost as a result of 
State agency caused delays in accord- 
ance with § 273.17. If the State agency 
was also at fault for the delay in the 
initial 30 days, the amount of benefits 
lost would be calculated from the 
month of application. If, however, the 
household was at fault for the initial 
delay, the amount of benefits lost 
wouid be calculated from the month 
following the month of application. 

(iii) If the household is at fault for 
not compieting the application process 
by the end of the second 30-day 
pericd, the State agency shall deny 
the application and require the house- 
hold to file a new application if it 
wishes to participate. If however, the 
State agency has chosen the option of 
holding the application pending only 
until 30 days following the date of the 
initial request for the particular verifi- 
cation that was missing, and verifica- 
tion is not received by that 30th day, 
the State agency may immediately 
close the application. A notice of 
denial need not be sent if the notice of 
pending status informed the house- 
hold that it would have to file a new 
application if verification was not re- 
ceived within 30 days of the initial re- 
quest. The household shall not be en- 
titled to any lost benefits, even if the 
delay in the initial 30 days was the 
fault of the State agency. 

(i) Expedited service. (1) Entitlement 
to expediied service. If otherwise eligi- 
ble, the following households are enti- 
tled to expedited service: 

(i) Households with zero net month- 
ly income, as computed in § 273.10. 

(ii) Households who are destitute as 
defined in § 273.10(e3). 

(2) Identifying households needing 
expedited service. The State agency’s 
application procedures shall be de- 
signed to identify households eligible 
for expedited service at the time the 
household requests assistance. For ex- 
ample, a receptionist, volunteer, or 
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other employee shall be responsible 
for screening applications as they are 
filed or as individuals come in to 
apply. 

(3) Processing standards. (i) Zero net 
income and destitute households. For 
households entitled to expedited serv- 
ice, except as specified in paragraphs 
(3)Gi) through (iii) of this section, the 
State agency shall mail the house- 
hold’s ATP or coupons no later than 
the close of business of the second 
working day following the date the ap- 
plication was filed. 

The State agency may offer the 
household the option of having the 
ATP or coupons mailed by the second 
working day or of having the ATP or 
coupons available for the household or 
its authorized representative to pick 
up no later than the start of business 
of the third working day following the 
date the application was filed. In 
States that use an HIR issuance 
system described in § 274.2(f) and that 
do not provide any mail issuance, the 
State agency shall have the coupons 
available for the household or its rep- 
resentative to pick up no later than 
the start of business of the third work- 
ing day following the date the applica- 
tion was filed. 

(ii) Drug addicts and alcoholics. For 
residents of drug addiction or alcohol- 
ic treatment and rehabilitation centers 
who are entitled to expedited service, 
the State agency shall mail an ATP or 
coupons, or have the ATP or coupons 
available to be picked up no later than 
seven working days following the date 
the application was filed. 

(iii) Out-of-office interviews. If a 
household is entitled to expedited 
service and is also entitled to a waiver 
of the office interview, the State 
agency shall conduct the interview 
(unless the household cannot be 
reached) by the first working day fol- 
lowing the date the application was 
filed. If the application is not com- 
plete, and a telephone interview is con- 
ducted, the State agency shall, at a 
minimum, be required to complete the 
application for the household during 
the interview and mail the completed 
application the same day to the house- 
hold for signature. The State agency 
shall act on the application for these 
households within the standards speci- 
fied in paragraphs (i)(3)(i) and (ii) of 
this section, except that the process- 
ing standards shall be calculated from 
the date a completed and signed appli- 
cation is received rather than the date 
the application was filed. 

(iv) Late determinations. If the pre- 
screening required in paragraph (i)(2) 
of this section fails to identify a 
household as being entitled to expedit- 
ed service and the State agency subse- 
quently discovers that the household 
is entitled to expedited service, the 
State agency shall provide expedited 
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service to households within the pro- 
cessing standards described in para- 
graph (i)(3)(i) and (ii) of this section, 
except that the processing standard 
shall be calculated from the date the 
State agency discovers the household 
is entitled to expedited service. 

(4) Special procedures for expediting 
service. The State agency shall use the 
following procedures when expediting 
certification and issuance: 

(i) To expedite the certification 
process, the State agency shall post- 
pone the verification required by 
§ 273.2(f). However, the household’s 
identity and residency shall be verified 
through a collateral contact or readily 
available documentary evidence. Ex- 
amples of acceptable documentary evi- 
dence which the household may pro- 
vide include, but are not limited to, a 
driver’s license, work or school I.D., 
voter registration card, or birth certifi- 
cate. The household’s income state- 
ments shall be verified through a col- 
lateral contact or readily available 
documentary evidence whenever it can 
be done in sufficient time to meet the 
expedited processing standards. How- 
ever, benefits shall not be delayed 
beyond the delivery standard de- 
scribed in paragraph (i)(3) of this sec- 
tion solely because income has not 
been verified. 

(ii) Once the household has supplied 
the name of a collateral contact or has 
asked the State agency for assistance 
in locating a collateral contact, the 
State agency shall promptly contact 
the collateral contact or otherwise 
assist the household in obtaining the 
necessary verification. 

(iii) Households that are certified on 
an expedited basis and have provided 
all necessary verification required in 
paragraph (f) of this section prior to 
certification shall be assigned a 
normal certification period. If verifica- 
tion was postponed, the State agency 
may certify these households for the 
month of application, only or, at the 
State agency’s option, may assign a 
normal certification period to those 
households whose circumstances 
would otherwise warrant a longer cer- 
tification period. However, in either 
case, benefits will not be continued 
past the month of application if verifi- 
cation continues to be postponed. 

(A) If certified only for the month of 
application, the household must reap- 
ply and complete the verification re- 
quirements which were postponed. 

(B) If a certification period longer 
than one month is assigned, the State 
agency shall notify the household in 
writing that no further benefits be 
issued until the postponed verification 
is completed and that if the postponed 
verification is not completed within 30 
days of the date of application, the 
household’s application will be denied. 
The notice shall also advise the house- 


hold that if verification results in 
changes in the household’s eligibility 
or level of benefits, the State agency 
shall act on those changes without an 
advance notice of adverse action. 

(iv) There is no limit to the number 
of times a household can be certified 
under expedited procedures, as long as 
prior to each expedited certification, 
the household either completes the 
verification requirements that were 
postponed at the last expedited certifi- 
cation or was certified under normal 
processing standards since the last ex- 
pedited certification. 

(v) Households requesting, but not 
entitled to, expedited service shall 
have their applications processed ac- 
cording to norma] standards. 

{j) PA and GA households. House- 
holds in which all members are apply- 
ing for public assistance (PA) shall be 
allowed to apply for food stamp bene- 
fits at the same time they apply for 
PA benefits. These households’ food 
stamp eligibility and benefit levels 
shall be based solely on food stamp eli- 
gibility criteria, and the households 
shall be certified in accordance with 
the notice, procedural and timeliness 
requirements of the food stamp regu- 
lations. Households in which all mem- 
bers are applying for State agency ad- 
ministered general assistance (GA) 
shall, at a minimum, be provided with 
applications for food stamp benefits 
and be referred to the appropriate 
food stamp office for an eligibility de- 
termination. Under certain circum- 
stances, these households may be able 
to apply jointly for their GA and food 
stamp benefits. . 

(1) PA households. (i) The applica- 
tion for AFDC or other public assist- 
ance shall contain all the information 
necessary to determine a household’s 
food stamp eligibility and level of 
benefits. Information relevant only to 
food stamp eligibility shall be con- 
tained in the PA form or shall be an 
attachment to it. The PA application 
shall have a place for the household to 
indicate if it does not wish to apply for 
food stamps. The application shall 
clearly indicate that the household is 
providing information for both pro- 
grams, is subject to the criminal penal- 
ties of either program for false state- 
ments, and waives the notice of ad- 
verse action as specified in paragraph 
(j)(1)(v) of this section. The joint PA/ 
food stamp application may also be 
used for all food stamp applicants, 
provided the application form is ap- 
proved for all households by FNS. 

(ii) PA applications, except those on 
which the household has indicated it 
does not want food stamps, shall be 
processed as food stamp applications 
in accordance with all _ timeliness 
standards and procedures specified in 
this section. If the household’s inten- 
tion to apply for food stamps is un- 
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clear, the State agency shall deter- 
mine at the interview, or in other con- 
tact with the household, whether or 
not the household wants the PA anpii- 
cation processed for food stamp pur- 
poses. 

(iii) The State agency shall conduct 
a single interview at initial application 
for both public assistance and food 
stamp purposes. PA houscholds shall 
not be required to see a different eligi- 
bility worker or otherwise be subjected 
to two interview requirements to 
obtain the benefits of both programs. 
Following the single interview, the ap- 
plication may be processed by separate, 
workers to determine eligibility and 
benefit levels for food stamps and 
public assistance. A household’s eligi- 
bility for food stamp out-of-office in- 
terview provisions in § 273.2(e)(2) does 
not relieve the household of any re- 
sponsibility for a face-to-face interview 
to be certified for PA. 

(iv) For households applying for 
both public assistance and food 
stamps, the verification procedures de- 
scribed in paragraphs (f)(1) through 
(f)(8) of this section shall be followed 
for those factors of eligibility which 
are needed solely for purposes of de- 
termining the household’s eligibility 
for food stamps. For those factors of 
eligibility which are needed to deter- 
mine both PA eligibility and food 
stamp eligibility, the State agency 


may use the PA verification rules. 
However, the State agency shall not 
delay the household’s food stamp 


benefits if, at the end of 30 days fol- 
lowing the date the application was 
filed, the State agency has sufficient 
verification to meet the verification re- 
quirements of paragraphs  (f)(1) 
through (£)(8) of this section but does 
not have sufficient verification to 
meet the PA verification rules. 

(v) As a result of differences in PA 
and food stamp application processing 
procedures and timeliness standards, 
the State agency may have to deter- 
mine food stamp eligibility prior to de- 
termining the household’s eligibility 
for PA payments. Action on the food 
stamp portion of the application shai 
not be delayed nor the application 
denied on the grounds that the PA de- 
termination has not been made. If the 
State agency can anticipate the 
amount and the date of receipt cf the 
initial PA payment, but the payment 
will not be received until a subsequent 
month, the State agency shall vary 
the househoid’s food stamp benefit 
level according to the anticipated re- 
ceipt of the payment and notify the 
household. Portions of initial PA pay- 
ments intended to rétroactively cover 
a previous month shall be disregarded 
as lump sum payments’ under 
§ 273.9(cX(8). If the amount or date of 
receipt of the initial PA payment 
cannot be reasonably anticipated at 
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the time of the food stamp eligibility 
determination, the PA payments shall 
be handled as a change in circum- 
stances. However, the State agency is 
not required to send a notice of ad- 
verse action if the receipt of the PA 
grant reduces or terminates the house- 
hold’s food stamp benefits, provided 
the household is notified in advance 
that its benefits may be reduced or 
terminated when the grant is received. 
Households whose PA applications are 
denied shall not be required to file 
new food stamp applications but shall 
have their food stamp eligibility deter- 
mined or continued on the basis of the 
original applications filed jointly for 
PA and food stamp purposes and any 
other documented information ob- 
tained subsequent to the application 
which may have been used in the PA 
determination and which is relevant to 
food stamp eligibility or level of bene- 
fits. 

(2) GA households. (i) State agencies 
shall use the joint application process- 
ing procedures in paragraph (j1) of 
this section for GA households when 
the following criteria are met: 

(A) The State agency administers a 
GA program which uses formalized ap- 
plication procedures and eligibility cri- 
teria that test levels of income and re- 
sources; and, 

(B) Administration of the GA pro- 
grain is integrated with the adminis- 
tration of the PA or food stamp pro- 
grams, in that the same eligibility 
workers process applications for GA 
benefits and PA or food stamp bene- 
fits. : 

(ii) State agencies that have not in- 
tegrated the administration of their 
GA program, but otherwise meet the 
criteria in paragraph (2)(i) of this sec- 
tion may, with FNS approval, jointly 
process GA and food stamp applica- 
tions. If approved, State agencies shall 
adhere to the joint application proc- 
essing procedures in paragraph (j)(1) 
of this section. ' 

Gil) State agencies that have not in- 
tegrated the administration of their 
GA program, and that do not elect or 
are not approved to use the joint ap- 
plication processing procedures, shall, 
at a minimum, advise all GA applicant 
households of their potential eligibil- 
ity for food stamp benefits and pro- 
vide these households witir food stamp 
applications, In addition, State agen- 
cies shall allow households in which 
all members are applying for GA bene- 
fits to leave a signed food stamp appli- 
cation which contains, at a minimum, 
the household’s name and address, at 
the GA office. The GA office shall for- 
ward these applications that same day 
to the appropriate food stamp office 
for processing. The procedural and 
timeliness requirements that apply to 
the application process shall begin 
when the food stamp office receives 
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the application. Since there may be 
delay involved in the transferring of 
applications from GA offices to food 
stamp offices, households shall be ad- 
vised that they may receive faster 
service if they take the application di- 
rectly to the food stamp office. 

(iv) In areas where GA programs are 
administered by local agencies or 
agencies such as the Department of 
the Interior’s Bureau of Indian Af- 
fairs, the State agency shall endeavor 
to gain their cooperation in referring 
GA applicants to the food stamp pro- 
gram. Where possible, this referral 
should consist of informing the GA 
applicants of their potential eligibility 
for food stamp benefits, providing 
them with food stamp applications 
and directing them to the local food 
stamp office. 

(3) Households with some PA or GA 
recipients. State agencies that use the 
joint application processing proce- 
dures in paragraphs (j(1) and (j)(2) of 
this section may apply these proce- 
dures to a food stamp applicant house- 
hold in which some, but not all, mem- 
bers are in the PA/GA filing unit. If 
the State agency decides not to use 
the joint application procedures for 
these households, the households 
shall file separate applications for PA/ 
GA and food stamp benefits. This de- 
cision shal! not be made on a case-by- 
case basis, but shall be applied uni- 
formly to all households of this type 
in a project area. 

(k) SSI househoids. [Reserved] 


§ 273.3 Residency. 

A household must be living in the 
project area in which it files an appli- 
cation for participation. No individual 
may participate as a member of more 
than one househoid, or in more than 
one project area, in any month. The 
State agency shail not impose any du- 
rational residency requirements. A 
fixed residence is not required; for ex- 
ample, migrant campsites satisfy the 
residency requirement. Nor shail res- 
idency require an intent to reside per- 
manently in the State or project area. 
Persons in a project area solely for va- 
cation purposes shail not be consid- 
ered residents. 


§ 273.4 Citizenship and alien staius. 

(a) Citizens and eligible aliens. State 
agencies shall prohibit participatien in 
the pregram by any person who is not 
a resident of the United States and 
one of the following: 

(1) A United States citizen. 

(2) An alien lawfully admitted for 
permanent residence as an immigrant 
as defined in sections 101(a)(15) and 
101(a)(20) of the Immigration and Na- 
tionality Act. 

(3) An alien who entered the United 
States prior to June 30, 1948, or some 
later date as required by law, and has 
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continuously maintained residency in 
the United States since then, and is 
not ineligible for citizenship, but is 
considered to be lawfully admitted for 
permanent residence as a result of an 
exercise of discretion by the Attorney 
General pursuant to section 249 of the 
Immigration and Nationality Act. 

(4) An alien who qualified for condi- 
tional entry because of persecution or 
fear of persecution on account of race, 
religion, or political opinion or because 
of being uprooted by a catastrophic 
natural calamity pursuant to section 
203(a)(7) of the Immigration and Na- 
tionality Act. 

(5) An alien lawfully present in the 
United States as a result of an exercise 
of discretion by the Attorney General 
for emergent reasons or reasons 
deemed strictly in the public interest 
pursuant to section 212(d5) of the 
Immigration and Nationality Act. A 
majority of the Vietnamese and Cuban 
refugees were admitted under this 
statutory provision. 

(6) An alien living within the United 
States to whom the Attorney General 
has withheld deportation pursuant to 
section 243 of the Immigration and 
Nationality Act because of the judg- 
ment of the Attorney General that 
the alien would othewise be subject to 
persecution on account of race, reli- 
gion, or political opinion. 

(b) Ineligible aliens. No aliens other 
than those described above shail be 
eligible to participate in the program 
as a member of any household. Among 
those excluded are alien visitors, tour- 
ists, diplomats and students who eriter 
the United States temporarily with no 
intention of abandoning their resi- 
dence in a foreign country. 

(c) Income and resources. The 
income and resources of an ineligible 
alien living with a household shall not 
be considered in determining eligibil- 
ity or level of benefits of the house- 
hold, as specified in § 273.11(d). 

(d) Awaiting verification. If verifica- 
tion of eligible alien status as required 
by §273.2(f) is not provided on a 
timely basis, the eligibility of the re- 
maining household members shall be 
determined. The alien(s) whose status 
is unverified shall be considered a non- 
household member(s), and the eligibil- 
ity of the remaining household mem- 
bers determined in accordance with 
procedures in § 273.1i(d). If verifica- 
tion of eligible alien status is subse- 
quently received, the State agency 
shall act on the information as a re- 
ported change in household member- 
ship in accordance with timeliness 
standards in § 273.12. 


§ 273.5 Tax dependency. 
(a) Tax dependent. 


No individual 
who is a member of a household other- 
wise eligible to participate in the pro- 
gram shall be eligible to participate as 
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a member of that or any other house- 
hold if the individual: 

(1) Has reached age 18; 

(2) Is enrolled at least half time in 
an institution of higher education; and 

(3) Is properly claimed or could be 
properly claimed for the current tax 
year as a dependent child for Federal 
income tax purposes by. a taxpayer 
who is not a member of an eligible 
household. “Child” and tax ‘depend- 
ent” are defined in §151 and § 152 of 
the Internal Revenue Code (1.R.C.) of 
1954, as amended. 

(b) Eligibility of taxpayer’s house- 
hold. (1) Prior to determining the eligi- 
bility of students who are or could be 
properly claimed tax dependents, the 
eligibility of the taxpayer’s household 
shall be determined. A proper claim of 
tax dependency exists when the tax- 
payer provides or will provide over 
haif of the student’s support for the 
current tax year. A proper claim also 
exists when the taxpayer is or will be 
treated as having provided over half of 
the student’s support under Internal 
Revenue Service (IRS) rules for “chil- 
dren of divorced or separated parents” 
(§152¢(e) ILR.C.) or dependents sup- 
ported by two or more taxpayers 
(§ 152(c) L.R.C.). “Support” is defined 
in § 151-152 of the I.R.C. FNS shall 
provide the IRS rules upon which food 
stamp eligibility determinations are 
made. 

(2) The eligibility of the taxpayer’s 
household shall be based on informa- 
tion provided by the student or the 
taxpayer. If the taxpayer’s household 
is not currently certified for food 
stamps, its eligibility shall be deter- 
mined by the household’s size and 
monthly gross income. The allowable 
gross income limits shall be calculated 
by increasing the current net income 
eligibility limits in § 273.9(a) by the 
standard deduction in § 273.9(d), the 
maximum shelter deduction in 
§ 273.9(d), and the 20 percent earned 
income deduction in § 273.9(d). Self- 
employed households shall have their 
gross income determined on an 
annual, rather than a monthly basis, 
minus the cost of doing business, but 
prior to deducting taxes. FNS shall 
provide gross income eligibility tables 
by household size. 

(c) Income and resources. The 
income and resources of an ineligible 
tax dependent living with a household 
shall not be considered in determining 
the eligibility or level of benefits of 
the household, as specified in 
§ 273.11¢d). 

(d) Awaiting verification. If verifica- 
tion of a student’s tax dependent 
status or the eligibility of the taxpay- 
er household has been requested 
under criteria in § 273.2(f) and the ver- 
ification is not provided on a timely 
basis, the eligibility of the remaining 
household members shall be deter- 


mined. The student whose tax depend- 
ency status is questioned and unveri- 
fied shall be considered a nonhouse- 
hold member, and the eligibility cf the 
remaining household members deter- 
mined in accordance with procedures 
in § 273.11(d). If verification is subse- 
quently received and establishes that 
the student is eligible because the stu- 
dent cannot be a properly claimed tax 
dependent, or because the taxpayer’s 
household is eligible, the State agency 
shall act on the information as a re- 
ported change in household member- 
ship in accordance with the timeliness 
standards in § 273.12. 


273.6 SSI cash-out States. 


(a) Ineligidiliiy. No individual who 
receives supplemental security income 
benefits and/or State supplementary 
payments as a resident of the States of 
Massachusetis or Wisconsin is eligible 
to receive food stamp benefits. The 
Secretary of Health, Education, and 
Welfare has determined that the SSI 
payments in these States have been 
specifically increased so as to include 
the value of the food stamp allotment. 

(b) Receipt of SSI benefits. In Massa- 
chusetts and Wisconsin, an individual 
must actually receive, not merely have 
applied for, SSI benefits to be deter- 
mined ineligible for the food stamp 
program. If the State agency provides 
payments at least equal to the level of 
SSI benefits to individuals who have 
applied for but are awaiting an SSI eli- 
gibility determination, receipt of these 
substitute payments will terminate the 
individual’s eligibility for food stamp 
benefits. Once SSI benefits are re- 
ceived, the individual will remain ineli- 
gible for food stamp benefits, even 
during months in which receipt of the 
SSI benefits is interrupted, or sus- 
pended, until the individual is termi- 
nated from the SSI program. 

(c) Income and resources. In Massa- 
chusetts and Wisconsin, the income 
and resources of the SSI recipient 
living in a household shall not be con- 
sidered in determining eligibility or 
level of benefits of the household, as 
specified in § 273.11(d). 


273.7 Work registration requirements. 


(a) Persons required to register. The 
State agency shall determine which 
household members are required. to 
register for employment. Each house- 
hold member who is not exempt by 
paragraph (bd) of this section shall reg- 
ister for employment at the time of 
application and once every 6 months 
after initial registration. Upon reach- 
ing a determination that a member is 
required to register, the State agency 
shall explain to the applicant both the 
work registration requirement and the 
consequences of failure to comply. 
The State agency shall provide work 
registration forms to the applicant for 
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each household member who is re- 
quired to register for employment. 
Household members are registered 
when a completed work registration 
form is submitted to the State agency. 
The State agency shall forward work 
registration forms to the State em- 
ployment service office having juris- 
Giction over the area where the regis- 
trant resides. 

(b) Exemptions from work registra- 
tion. The following persons are 
exempt from the work registration re- 
quirement: 

(1) A person younger than 18 years 
of age or a person 60 years of age or 
older. If a child has its 18th birthday 
within a certification period, the child 
shall fulfill the work registration re- 
quirement as part of the next sched- 
uled recertification process, unless the 
child qualifies for another exemption. 

(2) A person physically or mentally 
unfit for employment. If a mental or 
physical disability is claimed and the 
disability is not evident to the State 
agency, verification may be required. 
Appropriate verification may consist 
of receipt of temporary or permanent 
disability benefits issued by govern- 
mental or private sources, or of a 
statement from a physician or licensed 
or certified psychologist. 

(3) A household member subject to 
and participating in the work incen- 
tive program (WIN) under title IV of 
the Social Security Act. 

(4) A parent or other household 
member who is responsible for the 
care of a dependent child under 12 or 
an incapacitated person. If the child 
has its 12th birthday within a certifi- 
cation period, the individual responsi- 
ble for the care of the child shall ful- 
fill the work registration requirement 
as part of the next scheduled recertifi- 
cation process, unless the individual 
qualifies for another exemption. 

(5) A parent or other caretaker of a 
child under 18 in a household where 
another able-bodied parent is regis- 
tered for work, or is exempt as a result 
ef employment. If the child has its 
18th birthday within a certification 
period, the parent or caretaker must 
fulfill the work registration require- 
ment as part of the next scheduled re- 
certification process, unless the parent 
or caretaker qualifies for another ex- 
emption. 

(6) A person who is in receipt of un- 
employment compensation. A person 
who has applied for, but has not yet 
begun to receive, unemployment com- 
pensation shall also be exempt if that 
person was required to register for 
work with the State employment serv- 
ice as part of the unemployment com- 
pensaticn application process. 

(7) A regular participant in a drug 
addiction or alcoholic treatment and 
rehabilitation program. 
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(8) A person who is employed or self- 
employed and working a minimum of 
30 hours weekly or. receiving weekly 
earnings at least equal to the Federal 
minimum wage multiplied by 30 hours. 
For work registration purposes, a 
person residing in certain designated 
areas of Alaska, as specified in 
§ 274.10(e), who subsistence hunts 
and/or fishes a minimum of 30 hours 
weekly shall be considered exempt as 
self-employed. 

(9) A student enrolled at least half 
time in any recognized school, training 
program, or institution of higher edu- 
cation except that: 

(i) During the regular school year, 
students enrolled at least half time in 
an institution of higher education 
must register for 20 hours of work per 
week by completing the work registra- 
tion form provided by the State 
agency unless they are: (A) Employed 
for a minimum of 20 hours per week 
or participating in a federally financed 
work study program; (B) employed 
less than 20 hours per week but earn- 
ing an amount at least equal to the 
Federal minimum wage multiplied by 
20 hours; (C) the head of a household 
containing one or more other persons 
to whom the student supplies more 
than one-half of their total support; or 
(D) otherwise exempt from the work 
registration requirement, as specified 
in paragraphs (b) (1) through (8) of 
this section. 

(ii) When any school, training pro- 
gram, high school, or institution of 
higher education recess or vacation 
will exceed 30 days, individuals other- 
wise exempt solely because of their 
student status shall register for full- 
time work by completing the work reg- 
istration form provided by the State 
agency, and must comply with the re- 
quirements of paragraphs (d) and (e) 
of this section. When assigning certifi- 
cation periods, State agencies shall 
take into consideration that students 
are required to register for full-time 
work during the sumer months 
unless they attend summer schoo! at 
least half time. 

(c) Voluntary quit. [Reserved] 

(d) Job search. [Reserved] 

(e) Additional work requirements. 
Work registrants shall also: 

(1) Report for an interview upon the 
reasonable request of the appropriate 
state empioyment service office; 

(2) Respond to a request from the 
State employment service office for 
supplemental information regarding 
employment status or availability for 
work; 

(3) Report to an employer to whom 
referred by the State employment 
service office, if the potential employ- 
ment meets the suitability require- 
ments described in paragraph (i) of 
this section. 
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(4) Accept a bona fide offer of suit- 
able employment, as defined in para- 
graph (i) of this section, to which re- 
ferred by the State employment serv- 
ice office; and 

(5) Continue suitable empioyment to 
which referred by the State employ- 
ment service office. Household mem- 
bers shall continue such employment 
until it is no longer considered suitable 
in accordance with paragraph (i) of 
this section, until they are terminated 
from employment due to circum- 
stances beyond their control, or until 
they become exempt from the work 
registration requirement as provided 
in paragraph (b) of this section. 

({) Failure to comply. (1) If the State 
agency determines that a household 
member, except any student as de- 
fined in paragraph (b)(9)(i) of this sec- 
tion, has refused or failed without 
good cause to comply with the require- 
ments of this section, the household 
shall be ineligible to participate until 
the member complies with the require- 
ments in paragraph (h) of this section, 
the member becomes exempt, or for 2 
months, whichever is earlier. Within 
10 days after the State employment 
service office provides notification of 
the failure to comply, the State 
agency shall determine if the house- 
hold had good cause for failure to 
comply and if it did not, the State 
agency shall provide the household 
with a notice of adverse action, as 
specified in § 273.13, and shali begin 
the disqualification period with the 
first month following the expiration 
of the adverse notice period, unless a 
fair hearing is requested. Each house- 
hold has a right to a fair hearing to 
contest a determination of nonexempt 
status or a denial, reduction, or termi- 
nation of benefits due to failure to 
comply with the work registration re- 
quirements. If a fair hearing is sched- 
uled, the State agency shall provide 
the State employment service suffi- 
cient advance notice to permit the at- 
tendance of an employment service 
office representative, if such attend- 
ance is necessary. 

(2) Any student who the State 
agency determines has failed or re- 
fused without good cause to comply 
with the requirements of paragraphs 
(b)(9)G) or (e) of this section to regis- 
ter for and accept 20 hours work per 
week during the regular school year 
shall be ineligible to participate as a 
member of any household. The dis- 
qualification shall apply to the indi- 
vidual student alone and not to the 
entire household. The disqualified stu- 
dent shall be ineligible until the stu- 
dent complies with the requirements 
in paragraph (h) of this section, the 
student becomes exempt, or 2 months, 
whichever is earlier. 

(g) Determining good cause. In de- 
termining if good cause existed for 
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failure to comply with any registration 
requirement, the State agency shall 
consider the facts and circumstances, 
including information submitted. by 
the State employment service office, 
the household member involved and 
the employer. Good cause shall in- 
clude circumstances beyond the mem- 
ber’s control, such as, but not limited 
to, illness, illness of another house- 
hold member requiring the presence 
of the member, a household emergen- 
cy or unavailability of transportation. 

th) Ending disqualification. Follow- 
ing the end of the 2-month disquailifi- 
cation period, a household or student 
may apply again to establish eligibil- 
ity. Eligibility may be establisned or 
reestablished within a disqualification 
period if the household or student is 
otherwise eligible and the member or 
student becomes exempt from the 
work requirement or the member or 
student complies as follows: 

(1) Refusal to register—registration 
by the household member or student. 

(2) Refusal to report for an inter- 
view with the State employment serv- 
ice office—reporting for the required 
interview. 

(3) Refusai to respond to a request 
from the State employment service 
office requiring supplemental informa- 
tion regarding employment status or 
availability for work—compliance with 
the State employment service office 
request. 

(4) Refusal to report to an employer 
to whom referred by the State em- 
ployment service office—reporting to 
this employer if work is still available 
or to another employer to whom re- 
ferred. 

(5) Refusal to accept a bona fide 
offer of suitable employment to which 
referred by the State employment 
service cffice—acceptance of this em- 
ployment, of any other employment 
which yields earnings per week equiva- 
lent to the refused job, of any other 
eniployment of at least 30 hours per 
week, or of any employment of less 
than 30 hours per week with weekly 
earnings equal to the Federal mini- 
mum wage multiplied by 30 hours. 

(6) Refusal to continue suitable em- 
ployment to which referred by the 
State employment service office—re- 
turning to this employment, or accept- 
ance of any other employment which 
yields earnings per week equivalent to 
the refused job, or of any other em- 
pioyment of at least. 30 hours per week 
or of less than 30 hours per week but 
with weekly earnings equal to the Fed- 
eral minimum wage multiplied by 30 
hours. 

(i) Suitable employment. (1) Any em- 
ployment shall be considered unsuit- 
able if: 

(i) The wage offered is less than the 
highest of: (A) The applicable Federal 
minimum wage; (B) the applicable 


RULES AND REGULATIONS 


State minimum wage: or (C) eighty 
percent (80%) of the Federal minimum 
wage if neither the Federal nor State 
minimum wage is applicable. 

(ii) The employment offered is on a 
piece-rate basis and the average 
hourly yield the employee can reason- 
ably be expected to earn is less than 
the applicable hourly wages specified 
under paragraph (i)(1)i) of this sec- 
tion. 

(iii) The household member, as a 
condition of employment or continu- 
ing employment, is required to join, 
resign from, or refrain frpm joining 
any legitimate labor organization. 

(iv) the work offered is at a site sub- 
ject to a strike or lockout at the time 
of the offer unless the strike has been 
enjoined under 8208 of the Labor- 
Management Relations Act (29 U.S.C. 
78) (commonly known as the Tait- 
Hartley Act), or unless an injunction 
has been issued under section 10 of 
the Railway Labor Act (45 U.S.C. 160). 

(2) In addition, employment shall be 
considered suitable unless the house- 
hoid member involved can demon- 
strate or the State agency otherwise 
becomes aware that: 

(i) The degree of risk to health and 
safety is unreasonable. 

di) The member is physically or 
mentally unfit to perform the employ- 
ment, as documented by medical evi- 
dence or by reliable information from 
other sources. 

(iii) The employment offered within 
the first 30 days of registration is not 
in the member’s major field of experi- 
ence. 

(iv) The distance from the member’s 
home to the place of employment is 
unreasonable considering the expected 
wage and the time and cost of com- 
muting. Employment shall not be con- 
sidered suitable if daily commuting 
time exceeds 2 hours per day, not in- 
cluding the transporting of a child to 
and-from a child care facility. Nor 
shall employment be considered suit- 
able if the distance to the place of em- 
ployment prohibits walking and nei- 


ther public nor private transportation . 


is available to transport the member 
to the jobsite. 

(v) The working hours or nature of 
the employment interferes with the 
member’s religious observances, con- 
victions, or beliefs. For example, a 
Sabbatarian could refuse to work on 
the Sabbath. 

(vi) For students, the employment is 
offered during the student’s class 
hours or is more than 20 hours per 
week. 

(j) Participation of strikers. Strikers 
shall be subject to the work registra- 
tion requirement, unless exempted 
under paragraph (b) of this section. A 
household shall not be denied partici- 
pation solely on the grounds that a 
member of the household is not work- 


ing because of a strike or a lockout at 
his or her place of employment unless 
the strike has been enjoined under 
§ 208 of the Labor-Management Rela- 
tions Act (29 U.S.C. 178) (commonly 
known as the Taft-Hartley Act), or 
unless an injunction has been issued 
under section 10 of the Railway Labor 
Act (45 U.S.C. 160). A striker so en- 
joined who still refuses to return to 
work shall be deemed out of compli- 
ance with paragraph (e)(4) of this sec- 
tion, which requires the acceptance of 
suitable empjoyment, unless the strik- 
er is exempted under paragraph (b) of 
this section. 

(k) Registration of PA and GA 
households. (1) State agencies may re- 
guest approval from FNS to substitute 
State procedures for work registration 
for PA househoids not subject to the 
WIN registration requirements, and 
for GA households. To receive approv- 
al, State agencies must demonstrate 
that: 

(i) The PA or GA work registration 
procedures are at least equivalent to 
food stamp work registration require- 
ments. 

(ii) Registrants’ activities are moni- 
tored so that appropriate sanctions as 
required by these regulations will be 
applied. However, State agencies 
which require additional work regis- 
tration requirements of PA or GA 
household members shall not deny a 
household’s food stamp benefits for 
the failure of a household member to 
comply with a State requirement that 
exceeds the requirements of these reg- 
ulations. For example, if a State rule 
requires individuals to register for 
work through age 65, any individual 60 
years of age or older who fails to 
comply shall not be denied food stamp 
benefits as a result of that failure. 

(iii) All PA or GA household mem- 
bers which are not exempt under the 
regulations are either registered for 
work under the PA or GA work re- 
quirement procedures or are registered 
for work as provided in paragraph (a) 
of this section. 

(2) Household members who are re- 
quired to register for work under WIN 
or unemployment compensation and 
fail to comply with the work registra- 
tion requirements of those programs 
shali not be denied food stamp bene- 
fits solely for this failure. These mem- 
bers lose their exemption under para- 
graph (b) of this section and must reg- 
ister for work if required to do so in 
paragraph (a) of this section. 


§ 273.8 Resource eligibility standards. 


(a) Uniform standards. The State 
agency shall apply the uniform na- 
tional resource standards of eligibility 
to ail applicant households, including 
those households in which members 
are recipients of federally aided public 
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assistance, general assistance, or sup- 
plemental security income. 

(ob) Maximum allowable resources. 
The maximum allowable resources, in- 
cluding both liquid and nonliquid 
assets, of all members of the house- 
hoid shall not exceed $1,750 for the 
household, except that, for house- 
holds of two or more members includ- 
ing a member or members age 60 or 
over, such resources shail not exceed 
$3,000. 

(c) Definition of resources. In deter- 
mining the reSources of a household, 
the following shall be included and do- 
cumented by the State agency in suffi- 
cient detail to permit verification: 

(1) Liquid resources, such as cash on 
hand, money in checking or savings ac- 
counts, savings certificates, stocks or 
bonds, lump sum payments as speci- 
fied in § 273.9(c)(8); and 

(2) Nonliquid resources, personal 
property, licensed and unlicensed vehi- 
cles, buildings, land, recreational prop- 
erties, and any other property, pro- 
vided that these resources are not spe- 
cifically excluded under paragraph (e) 
of this section. The value of nonex- 
empt resources, except for licensed ve- 
hicles as specified in paragraph (h) of 
this section, shall be its equity value. 
The equity value is the fair market 
value less encumbrances. 

(d) Jointly owned ‘resources. Re- 
sources owned jointly by separate 
households shall be considered availa- 
ble in their entirety to each house- 
hoid, unless it can be demonstrated by 
the applicant household that such re- 
sources are inaccessible to that house- 
hold. If the household can demon- 
strate that it has access to only a por- 
tion of the resource, the value of that 
portion of the resource shall be count- 
ed toward the household’s resource 
level. The resource shali be considered 
totally inaccessible to the household if 
the resource cannot practically be sub- 
divided and the household’s access to 
the value of the resource is dependent 
on the agreement of a joint owner who 
refuses to comply. 

(e) Exclusions from resources. In de- 
termining the resources of a house- 
hold, only the following shall be ex- 
cluded: 

(1) The home and surrounding prop- 
erty which is not separated from the 
home by intervening property owned 
by others. Public rights of way, such 
as roads which run through the sur- 
rounding property and separate it 
from the home, will not affect the ex- 
emption of the property. The home 
and surrounding property — shall 
remain exempt when temporarily un- 
occupied for reasons of employment, 
training for future employment, ill- 
ness, or inhabitability caused by casu- 
alty or natural disaster, if the house- 
hold intends to return. Households 
that currently do not own a home, but 
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own or are purchasing a lot on which 
they intend to build or are building a 
permanent home, shall receive an ex- 
clusion for the value of the lot and, if 
it is partially completed, for the home. 

(2) Household goods, personal ef- 
fects, including one burial plot per 
household member. and the cash value 
of life insurance policies and pension 
funds, including funds in pension 
plans with interest penalties for early 
withdrawals, such as a Keogh plan or 
an individual retirement account 
(IRA), as long as the funds remain in 
the pension plans. 

(3) Licensed vehicles shall be ex- 
cluded as specified in paragraph (h) of 
this section. 

(4) Property which annually pro- 
duces income consistent with its fair 
market value, even if only used on a 
seasonal basis. 

(5) Property, such as farm land and 
rental homes, or work related equip- 
ment, such 2s the tools of a tradesman 
or the machinery of a farmer, which is 
essential to the employment or self- 
employment of a household member, 
except that rental homes which are 
used by households for vacation pur- 
poses at some time during the year 
shall be counted as resources unless 
excluded by paragraph (4) of this sec- 
tion. 

(6) Instaliment contracts for the sale 
of land or buildings if the contract or 
agreement is producing income con- 
sistent with its fair market value. The 
exclusion shall also apply to the value 
of the property sold under the install- 
ment contract, or held as security in 
exchange for a purchase price consist- 
ent with the fair market value of that 
property. 

(7) Any governmental payments 
which are designated for the restora- 
tion of a home damaged in a disaster, 
if the household is subject to a legal 
sanction if the funds are not used as 
intended; for example, payments made 
by the Department of Housing and 
Urban Development through the indi- 
vidual and family grant program or 
disaster loans or grants made by the 
Smail Business Administration. 

(8) Resources whose cash value is 
not accessible to the household, such 
as but not limited to, irrevocable trust 
funds, security deposits on rental 
property or utilities, property in pro- 
bate, and real property which the 
household is making a good faith 
effort to sell at a reasonabie price and 
which has not been sold. The State 
agency may verify that the property is 
for sale and that the household has 
not declined a reasonable offer. Verifi- 
cation may be obtained through a col- 


_lateral contact or documentation, such 


as an advertisement for public sale in 
a newspaper of general circulation ora 
listing with a real estate broker. Any 
funds in a trust or transferred to a 
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trust, and the income produced by 
that trust, shall be considered inacces- 
sible to the household if: 

(i) The trust is under the control 
and management of an_ institution, 
corporation or organization (the trust- 
ee) which is not under the direction or 
ownership of any household member; 

(ii) That trustee uses the funds 
solely to make investments on behalf 
of the trust or to pay the educational 
expenses cf any person named by the 
household creating the trust; 

(iii) The trust investments do not di- 
rectly involve or assist any business or 
corporation under the control, direc- 
tion or influence of a household 
member; 

(iv) The trust arrangement will not 
likely cease during the certification 
period; and 

(v) No household member has the 
power to revoke the trust arrangement 
or change the name of the student 
beneficiary during the certification 
period. 

(9) Resources, such as those of stu- 
dents or self-employed persons, which 
have been prorated as income. The 
treatment of student income is ex- 
plained in § 273.10(c) and the treat- 
ment of self-employment income is ex- 
plained in § 273.1i(a). 

(10) Indian lands held jointly with 
the Tribe, or land that can be sold 
only with the approval of the Depart- 
ment of the Interior’s Bureau of 
Indian Affairs; and 

(11) Resources which are excluded 
for food stamp purposes by express 
provision of Federal statute. The fol- 
lowing is the current listing of re- 
sources excluded by Federal statute: 

(i) Payments received under the 
Alaska Native Claims Settlement Act 
(Pub. L. 92-203, section 21(a)) or the 
Sac and Fox Indian claims agreement 
(Pub. L. 94-189); 

(ii) Payments received by certain 
Indian tribal members under Pub. L. 
94-114, section 6, regarding submar- 
ginal land held in trust by the United 
States; 

(iii) Benefits received from the spe- 
cial supplemental food program for 
women, infants and children (WIC) 
(Pub. L. 92-443, section 9): 

(iv) Reimbursements from the Uni- 
form Relocation Assistance and Real 
Property Acquisition Policy Act of 
1970 (Pub. L. 91-646, section 216); 

(v) Earned income tax credits re- 
ceived as a result of the Tax Reform 
Act of 1976 (Pub. L. 94-455, section - 
402), the Revenue Readjustment Act 
of 1975 (Pub. L. 94-164, section 2(d)) 
and payments received under section 
102 of the Tax Reduction Act of 1975 
(Pub. L. 94-12); : 

(vi) Payments received from the 
youth incentive entitlement pilot pro- 
jects, the youth community conserva- 
tion and improvement projects, and 
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the youth employment and training 
programs under the Youth Employ- 
ment and Demonstration Project Act 
of 1977 (Pub. L. 95-93),.but not pay- 
ments from the young adults conser- 
vation corps under that Act nor any 
payments under the Comprehensive 
Employment and Training Act 
(CETA) (Pub. L. 93-203). 

(f) Handling of excluded funds. Ex- 
cluded moneys that are kept in a sepa- 
rate account, and that are not com- 
mingled in an account with nonexclud- 
ed funds, shall retain their resource 
exclusion for an unlimited period of 
time. Those excluded moneys which 
are commingled in an account with 
nonexcluded funds shall retain their 
exemption for 6 months from the date 
they are commingied. After 6 months 
from the date of commingling, all 
funds in the commingled account shall 
be counted as a resource. 

(g) Fair market value of licensed ve- 
hicles. Tie fair market value of li- 
censed automobiles, trucks, and vans 
will be determined by the vaiue of 
those vehicles as listed in publications 
written for the purpose of providing 
guidance to automobile dealers and 
loan companies. Publications listing 
the value of vehicles are usually re- 
ferred to as ‘‘blue books.” The State 
agency shall insure that the blue book 
used to determine the value of li- 
censed vehicles has been updated 
within the last 6 months. The Nation- 
al Automobile Dealers Association’s 
(NADA) Used Car Guide Book is a 
commonly available and frequently 
updated publication. The State agency 
shall assign the wholesale value to ve- 
hicles. If the term “wholesale value” is 
not used in a particular blue book, the 
State agency shall assign the listed 
value which is comparable to the 
wholesale value. The State agency 
shall not increase the basic value of a 
vehicle by adding the value cf low 


mileage or other factors such as op- © 


tional equipment. A household may in- 
dicate that for some reason, such as 
body damage or inoperability, a vehi- 
cle is in less than average condition. 
Any household which claims that the 
blue book value does not apply to its 
vehicle shall be given the opportunity 
to acquire verification of the true 
value from a reliable source. Also, 
households shall be asked toe acquire 
verification of the value of licensed an- 
tique, custom made, or classic vehicles, 
if the State agency is unabic to make 
an accurate appraisal. If a vehicle is 
especially equipped with apparatus for 
the handicapped, the apparatus shall 
not increase the value of the vehicle. 
The blue book value shall be assigned 
as if the vehicle were not so equipped. 
If a vehicle is no longer listed in the 
blue book, the housenhold’s estimate of 
the value of the vehicle shall be ac- 
cepted, untess the State agency has 
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reason to believe the estimate is incor- 
rect. In that case, and if it appears 
that the vehicle’s value will affect eli- 
gibility, the househoid shall obtain an 
appraisal or produce other evidence of 
its value, such as a tax assessment ora 
newspaper advertisement which indi- 
cates the amount for which like vehi- 
cles are being sold. 

(h) Handling of licensed vehicies. 
The value of licensed vehicles shall be 
excluded or counted as a resource as 
follows: 

(1) The entire value of any licensed 
vehicle shall be excluded if the vehicle 
is: (i) Used primarily (over 50 percent 
of the time the vehicle is used) for 
income producing purposes such as, 
but not limited to, a taxi, truck, or 
fishing boat; (ii) annually producing 
income consistent with its fair market 
value, even if used only on a seasonal 
basis; (iii) necessary for long distance 
travel, other than daily commuting, 
that is essential to the employment of 
a household member, for ¢xampie, the 
vehicle of a traveling sales person or 
of a migrant farmworker following the 
work stream: (iv) necessary for subsist- 
ence hunting or fishing, or (v) used as 
the household’s home and, therefore, 
excluded under paragraph (e)(1) of 
this section. This exclusion will apply 
when the vehicle is not in use because 
of temporary unemployment, such as 
when a taxi driver is ill and cannot 
work, or when a fishing boat is frozen 
in and cannot be used. 

(2) All licensed vehicles not excluded 
under paragraph (1) of this section 
shall individually be evaluated for fair 
market value and that portion of the 
value which exceeds $4,500 shall be at- 
tributed in full toward the household’s 
resource ievel, regardless of any en- 
cumbrances on the vehicles. For exam- 
ple, a household owning an auto- 
mobile with a fair market value of 
$5,500 shall have $1,000 applied 
toward its resource level. Any value in 
excess of $4,500 shall be attributed to 
the household’s resource level, regard- 
less of the amount of the household’s 
investment in the vehicle, and regard- 
less of whether or not the vehicle is 
used to transport household members 
te and from employment. Each vehicle 
shall be appraised individually. The 
fair market values of two or more ve- 
hicles shall not be added together to 
reach a total fair market value in 
excess of $4,500. - 

(3) Licensed vehicles shall also be 
evaluated for their equity value, 
except for: (i) Vehicles excluded in 
paragraph (1) of this section; (ii) one 
licensed vehicle per household, regard- 
less of the use of the vehicle; and (iii) 
any other licensed vehicles used to 
transport household members to and 
from employment or to and from 
training or education which is pre- 
paratory to employment, or to seek 


employment in compliance with the 
job search criteria. A vehicle custom- 
arily used to commute to and from em- 
ployment shall be covered by this 
equity exclusion during temporary pe- 
riods of unemployment. The equity 
value of licensed vehicles not covered 
by this exclusion, and of unlicensed 
vehicles not excluded by paragraphs 
(e) (4) and (5) of this section, shall be 
attributed toward the household's re- 
source level. 

(4) in the event a licensed vehicie is 
assigned both ea fair market value in 
excess of $4,500 and an equity value, 
only the greater of the two amounts 
shall be counted as a resource. For ex- 
ample, a second car which is not used 
by a household member to go to work 
will be evaluated for both fair market 
value and for equity value. If the fair 
market value is $5,000 and the equity 
value is $1,000 the household shall be 
credited with only the $1,000 equity 
value, and the $500 excess fair market 
value will not be counted. 

(5) In summary, each licensed vehi- 
cle shall be handled as follows: First it 
will, be evaluated to determine if it is 
exempt as an income producer or as a 
home. If not exempt, it will be evaluat- 
ed to determine if its fair market value 
exceeds $4,500. If worth more than 
$4,500, the portion in excess of $4,500 
for each vehicle will be counted as a 
resource. The vehicle will also be eval- 
uated to see if it is equity exempt as 
the household’s only vehicle or neces- 
sary for employment reasons. If not 
equity exempt, the equity value will be 
counted as a resource. If the vehicle 
has a countable market value of more 
than $4,500 and also has a countable 
equity value, only the greater of the 
two amounts shall be counted as a re- 
source. 

(i) Transfer of resources. (1) At the 
time of application, households shall 
be asked to provide information re- 
garding any resources which any 
household member has transferred 
within the 3-month period immediate- 
ly preceding the date of application. 
Households which have transferred re- 
sources knowingly for the purpose of 
qualifying or attempting to qualify for 
food stamp benefits shall be disquali- 
fied from participation in the program 
for up to 1 year from the date of the 
discovery of the transfer. This dis- 
qualification period shall be applied if 
the resources are transferred .knowing- 
ly in the 3-month period prior to appli- 
cation or if they are transferred know- 
ingly after the household is deter- 
mined eligible for benefits. An exam- 
ple of the latter would be assets which 
the household acquires after being 
certified and which are then trans- 
ferred to prevent the household from 
exceeding the maximum resource 
limit. 
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(2) Eligibility for the program will 
not be affected by the following trans- 
fers: (i) Resources which would not 
otherwise affect eligibility, for exam- 
ple, resources consisting of excluded 
personnel property such as furniture 
or of money that, when added to other 
nonexempt household resources, to- 
taled less at the time of the transfer 
than the allowable resource limits; (ii) 
resources which are sold or traded at, 
or near, fair market value; (iii) re- 
sources which are transferred between 
members of the same household; and 
(iv) resources which are transferred 
’ for reasons other than qualifying or 
attempting to qualify for food stamp 
benefits, for example, a parent placing 
funds into an educational trust fund 
described in paragraph (e)9) of this 
section. 

(3) In the event the State agency es- 
tablishes that an applicant household 
knowingly transferred resources for 
the purpose of qualifying or attempt- 
ing to qualify for food stamp benefits, 
the household shal! be sent a notice of 
denial explaining the reason for and 
length of the disqualification. The 
period of disqualification shali begin 
in the month of application. If the 
household is participating at the time 
of the discovery of the transfer, a 
notice of adverse action explaining the 
reason for and length of the disqualifi- 
cation shall be sent. The period of dis- 
qualification shall be made effective 
with the first allotment to be issued 
after the notice of adverse action 
period has expired, unless the house- 
hold has requested 2 fair hearing and 
continued benefits. 

(4) The length of the disqualifica- 
tion period shall be based on the 
amount by which nonexempt trans- 
ferred resources, when added to other 
countable resources, exceeds the al- 
lowable resource limits. For example, 
if a one-person household with $1,500 
in a bank transferred ownership of a 
* car worth $5,600, $250 of that transfer 
would be considered because the first 
' $4,500 of the car’s value was exempt 
and an additional $250 of the trans- 
ferred asset would have been applied 
toward the $1,750 resource limit. The 
following chart will be used to deter- 
mine the period of disqualification. 

Period 
Amount in excess of the of 
resource limit disquali- 
fication 
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(j) Resources of nonhousehold mem- 
bers. The resources of nonhousehold 


members, as provided in §273.1(b), 
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shall not be counted as available to 
the household, unless the member: 

(1) Is disqualified from the program, 
in accordance with § 273.16 for fraud; 
or 

(2) Is a student and is disqualified 
from the program, in accordance with 
§ 273.7(e)(2), for failing to comply with 
the work registration requirement 
during the school year. 


§ 273.9 Income and deductions. 


(a) Income eligibility standards. Par- 
ticipation in the prograrn shall be lim- 
ited to those households whose in- 
comes are determined to be a substan- 
tial limiting factor in permitting them 
to obtain a more nutritious diet. 

(1) The income eligibility standards 
for the food stamp program shal! be 
uniform for the contizuous 48 States, 
the District of Columbia, Puerto Rico, 
the Virgin Islands, and Guam. The 
income eligibility standards are de- 
rived from the Office of Management 
and Budget (OMB) nonfarm income 
poverty guidelines for the 48 States 
and the District of Columbia. The 
income eligibility standards for Alaska 
and Hawaii are derived by applying 
scaling factors to the income eligibility 
standards for the 48 States and the 
District of Columbia, in accordance 
with OMB procedures. 

(2) The OMB nonfarm income pov- 
erty guidelines are adjusted annually 
each July 1 by the change between the 

verage Consumer Price Index (CPI) 
for the 50 Siates and the District of 
Columbia for the preceding calendar 
year and the CPI for March of the 
current year. The annual income pov- 
erty guidelines shall be divided by 12 
to determine the monthly net income 
eligibility standards, rounding the re- 
sults upward as necessary. For house- 
holds greater than eight persons, the 
annual increase for each household 
size is divided by i2, and the results 
rounded upward if necessary. 

(3) The income eligibility standards 
for the 48 States, the District of Co- 
lumbia, Puerto Rico, the Virgin Is- 
lands, and Guam; for Alaska; and for 
Hawaii are published as an appendix 
to this section. 

(b) Definition of income. Household 
income shell mean all income from 
whatever source excluding only items 
specified in paragraph (c) of this sec- 
tion, 

(1) Earned income shall include: 

(i) All wages and salaries of an em- 
ployee. Assistance payments from pro- 


‘grams which require, as a condition of 


eligibility, the actual performance of 
work without compensation other 
than the assistance payments them- 
selves, shall be considered earned 
income to the extent that the pay- 
ments actualiy substitute for wages or 
salaries. Special payments for work-re- 
lated expenses in addition to the basic 
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assistance payment shall be considered 
part of the assistance payment and 
not as additional compensation. 

(ii) The gross income from a self-em- 
ployment enterprise, including the 
total gain from the sale of any capital 
goods or equipment related to the 
business, excluding the cosis of doing 
business as provided in paragraph (c) 
of this section. Ownership of rental 
property shall be considered a self-em- 
ployment enterprise; however, income 
derived from the rental property shall 
be considered earned income only if a 
member of the househoid is actively 
engaged in the management of the 
property at least an average of 20 
hours a week. Payments from a 
roomer or boarder shall also be consid- 
ered self-employment income. 

(iii) Training allowances from voca- 
tional and rehabilitative programs rec- 
ognized by Federal, State, or local gov- 
ernments, such as the work incentive 
program and programs authorized by 
the Comprehensive Employment and 
Training Act, to the extent they are 
not a reimbursement. 

(2) Unearned income shall include, 
but not be limited to: 

(i) Assistance payments from Feder- 
al or federally aided public assistance 
programs, such as supplemental secu- 
rity income (SSI) or aid to families 
with dependent children (AFDC); gen- 
eral assistance (GA) programs, or 
other assistance programs based on 
need except as provided in paragraph 
(b)(1)Ci) of this section. 

(ii) Annuities; pensions; retirement, 
veteran’s, or disability benefits; work- 
er’s or unemployment compensation; 
old-age, survivors, or social security 
benefits; strike benefits; foster care 
payments for children or adults; gross 
income minus the cost of doing busi- 
ness derived from rental property in 
which a household member is not ac- 
tively engaged in the management of 
the property at least 20 hours a week. 

(iii) Support or alimony payments 
made directly to the household from 
nonhousehold members. 

(iv) Scholarships, educational 
grants, fellowships, deferred payment 
loans for education, veteran’s educa- 
tional benefits and the like in excess 
of amounts excluded under § 273,9(c). 

(v) Payments from Government- 
sponsored programs, dividends, inter- 
est, royalties, and ail other direct 
money payments from any source 
which can be construed to be a gain or 
benefit. 

(3) The earned or unearned income 
of an individual disqualified from the 
household for fraud in accordance 
with § 273.16 or for failing to comply 
with the student work registration re- 
quirements in § 273.7(b)(9)(i) shall con- 
tinue to be counted as income, less the 
pro rata share for the individual. Pro- 
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cedures for calculating this pro rata 
share are described in § 273.11. 

(4) Income shall not include the fol- 
lowing: 

(i) Moneys withheld from an assist- 
ance payment, earned income, or 
other income source, or moneys re- 
ceived from any income source which 
are voluntarily or involuntarily re- 
turned, to repay a prior overpayment 
received from that income source, pro- 
vided that the overpayment was not 
excludable under paragraph (c) of this 
section. 

(ii) Child support payments received 
by AFDC recipients which must be 
transferred to the agency administer- 
ing title IV-D of the Social Security 
Act, as amended, to maintain AFDC 
eligibility. 

(c) Income exclusions. Only the fol- 
lowing items shall be excluded from 
household income and no _ other 
income shall be excluded: 

(1) Any gain or benefit which is not 
in the form of money payable directly 
to the household, including nonmone- 
tary or in-kind benefits, such as meals, 
clothing, public housing, or produce 
from a garden, and vendor payments. 
Money payments that are not payable 
directly to a household, but are paid 
to a third party for a household ex- 
pense, are vendor payments and are 
excludable as follows: 

(i) A payment made in money on 
behalf of a household shall be consid- 
ered a vendor payment whenever a 
person or organization outside of the 
household uses its own funds to make 
a direct payment to either the house- 
hold’s creditors or a person or organi- 
gation providing a service to the 
household. For example, if a relative 
or friend, who is not a household 
member, pays the household’s rent di- 
rectly to the landlord, the payment is 
considered a vendor payment and is 
not counted as income to the house- 
hoid. Similarly, rent or mortgage pay- 
ments made to landlords or mortga- 
gees by the Department of Housing 
and Urban Development (HUD), or by 
State or local housing authorities, are 
other examples of vendor payments, 
and are also excluded. Payments by a 
government agency to a child care in- 
stitution to provide day care for a 
household member are also excluded 
as vendor payments. 

(ii) Payments in money that are not 
made to a third party, but are made 
directly to the household, are counted 
as income and are not excluded as a 
vendor payment, except that rent or 
housing subsidies paid to a landlord by 
HUD or its agents under the experi- 
mental housing allowance program in 
Green Bay, Wis., or South Bend, Ind., 
shall considered a vendor payment re- 
gardiess of whether the payment is 
made directly to the landlord or paid 
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to the landlord through the house- 
hold. 

(iii) Moneys that are legally obligat- 
ed and otherwise payable to the 
household, but which are diverted by 
the provider of the payment to a third 
party for a household expense, shall 
be counted as income and not exluded 
as a vendor payment. The distinction 
is whether the person or organization 
making the payment on behalf of a 
household is using funds that other- 
wise would have to be paid to the 
household. Such funds include wages 
earned by a household member and 
therefore owed to the household, a 
public assistance grant to which a 
household is legally entitled, and sup- 
port or alimony payments in amounts 
which legaily must be paid to a house- 
hold member. If an employer, agency, 
or former spouse who owes these 
funds to a household diverts them in- 
stead to a third party to pay for a 
household expense, these payments 
shall still be counted as income to the 
household. However, if an employer, 
agency, former spouse, or other person 
makes payments for household ex- 
penses to a third party from funds 
that are not owed to the household, 
these payments shall be excluded as 
vendor payments. The distinction is il- 
lustrated by the following examples: 

(A) Wages earned by a household 
member that are garnisheed or divert- 
ed by an employer, and paid to a third 
party for a household’s expenses, such 
as rent, shall be considered as income. 
However, if the employer pays a 
household’s rent directly to the land- 
lord in addition to paying the house- 
hold its regular wages, this rent pay- 
ment shall be excluded as a vendor 
payment. In addition, if the employer 
provides housing to an employee, the 
value of the housing shall not be 
counted as income. 

(B) All or part of a public assistance 
grant which would normally be pro- 
vided in a money payment to the 
household, but which is diverted to 
third parties or to a protective payee 
for purposes such as managing a 
household’s expenses, shall be consid- 
ered income to the household. Howev- 
er, payments by the State agency that 
would not normally be provided in a 
money payment to the househoid, and 
that are over and above normal public 
assistance grants, shall be excluded as 
a vendor payment if they are made di- 
rectly to a third party for a household 
expense. This rule applies even if the 
household has the option of receiving 
a direct cash payment. 

(C) Money deducted or diverted 
from a court-ordered support or ali- 
mony payment (or other binding writ- 
ten support or alimony agreement) to 
a third party for a household expense 
shall be considered as income. Howev- 
er, payments specified by the court 


order or other legally binding agree- 
ment to go directly to the third party 
rather than to the household, and sup- 
port payments not required by a court 
order or other legally binding agree- 
ment (including payments in excess of 
amount specified in a court order or 
written agreement) which are paid to 
a third party rather than the house- 
hold shall be excluded as a vendor 
payment, even if the household agrees 
to the arrangement. 

(2) Any income in the certification 
period which is received too infre- 
quently or irregularly to be reasonably 
anticipated, but not in excess of $30 in 
a quarter. 

(3) Educational loans on which pay- 
ment is deferred, grants, scholarships, 
fellowships, veterans’ educational 
benefits, and the like to the extent 
that they are used for tuition and 
mandatory school fees at an institu- 
tion of higher education, including 
correspondence schools at that level, 
or a school at any level for the phys- 
ically or mentally handicapped. Man- 
datory fees are those charged to all 
students or those charged to all stu- 
dents within a certain curriculum. For 
example, uniforms, lab fees, or equip- 
ment charged to all students to enroll 
in a chemistry course would be ex- 
cluded. However, transportation, sup- 
plies, and textbook expenses are not 
uniformily charged to all students 
and, therefore, would not be excluded 
as mandatory fees. 

(4) All loans, including loans from 
private individuals as well as commer- 
cial institutions, other than education- 
al loans on which repayment is de- 
ferred. 

(5) Reimbursements for past or 
future expenses, to the extent they do 
not exceed actual expenses, and do not 
represent a gain or benefit to the 
household. Reimbursements for 
normal household living expenses 
such as rent or mortgage, personal 
clothing, of food eaten at home are a 
gain or benefit and, therefore, are not 
excluded. To be excluded, these pay- 
ments must be provided specifically 
for an identified expense, other than 
normal living expenses, and used for 
the purpose intended. When a reim- 
bursement, including a flat allowance, 
covers multiple expenses, each ex- 
pense does not have to be separately 
identified as long as none of the reim- 
bursement covers normal living ex- 
nenses. The amount by which a reim- 
bursement exceeds the actual incurred 
expense shall be counted as income. 
However, reimbursements shall not be 
considered to exceed actual expenses, 
unless the provider or the household 
indicates the amount is excessive. Ex- 
amples of excludable reimbursements 
which are not considered to be a gain 
or benefit to the household are: 
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(i) Reimbursements or flat 
allowances for job- or training-related 
expenses such as travel, per diem, uni- 
forms, and transportation to and from 
the job or training site. Reimburse- 
ments which are provided over and 
above the basic wages for these ex- 
penses are excluded; however, these 
expenses, if not reimbursed, are not 
otherwise deductible. Reimbursements 
for the travel expenses incurred by mi- 
grant workers are also excluded. 

(ii) Reimbursements for  out-of- 
pocket expenses of volunteers incurred 
in the course of their work. 

(iii) Medical or dependent care reim- 
bursements. 

(iv) Reimbursements or allowances 
to students for specific education ex- 
penses, such as travel or books, but 
not allowances for normal living ex- 
penses, such as food, rent, or clothing. 
Portions of a general grant or scholar- 
ship must be specifically earmarked by 
the grantor for education expenses 
rather than for living expenses to be 
excludable as a reimbursement. 

(v) Reimbursements received by 
households to pay for services pro- 
vided by title XX of the Social Securi- 
ty Act. 

(6) Moneys received and used for the 
care and maintenance of a third-party 
beneficiary who is not a household 
member. If the intended beneficiaries 
of a single payment are both house- 
hold and nonhousehold members, any 
identifiable portion of the payment in- 
tended and used for the care and 
maintenance of the nonhousehold 
member shall be excluded. If the non- 
household member’s portion cannot be 
readily identified, the payment shall 
be evenly prorated among intended 
beneficiaries and the exclusion applied 
to the nonhousehold member’s pro 
rata share or the amount actually 
used for the nonhousehold member’s 
care and maintenance, whichever is 
less. 

(7) The earned income (as defined in 
paragraph (b)(1) of this section) of 
children who are members of the 
household, who are students at least 
halftime, and who have not attained 
their 18th birthday. The exclusion 
shall continue to apply during tempo- 
rary interruptions in school attend- 
ance due to semester or vacation 
breaks, provided the child’s enroll- 
ment will resume following the break. 
If the child’s earnings or amount of 
work performed cannot be differenti- 
ated from that of other household 
members, the total earnings shall be 
prorated equally among the working 
members and the child’s pro rata 
share excluded. Individuals are consid- 
ered children for purposes of this pro- 
vision if they are under the parental 
control of another household member. 

(8) Money received in the form of a 
nonrecurring lump-sum payment, in- 
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cluding, but not limited to, income tax 
refunds, rebates, or credits; retroactive 
lump-sum social security, SSI, public 
assistance, railroad retirement bene- 
fits, or other payments; lump-sum in- 
surance settlements; or refunds of se- 
curity deposits on rental property or 
utilities. These payments shall be 
counted as resources in the month re- 
ceived, in accordance with § 273.8(c) 
unless specifically excluded from con- 
sideration as a resource by other Fed- 
eral laws. 

(9) The cost of producing self-em- 
ployment income. The procedures for 
computing the cost of producing self- 
employment income are described in 
§ 273.11. 

(10) Any income that is specifically 
excluded by any other Federal statute 
from consideration as income for the 
purpose of determining eligibility for 
the food stamp program. The follow- 
ing laws provide such an exclusion: 

(i) Reimbursements from the Uni- 
form Relocation Assistance and Real 
Property Acquisition Policy Act of 
1970 (Pub. L. 91-646, section 216). 

(ii) Payments received under the 
Alaska Native Claims Settlement Act 
(Pub. L. 92-203, section 21(a)); 

(iii) Any payment to volunteers 
under title II (RSVP, foster grandpar- 
ents, and others) and title III (SCORE 
and ACE) of the Domestic Volunteer 
Services Act of 1973 (Pub. L. 93-113), 
as amended. Payments under title I 
(VISTA) to volunteers shall be ex- 
cluded for those individuals receiving 
food stamps or public assistance at the 
time they joined VISTA. Temporary 
interruptions in food stamp participa- 
tion shall not alter the exclusion once 
an initial determination has been 
made. 

(iv) Income derived from certain sub- 
marginal land of the United States 
which is held in trust for certain 
Indian. tribes (Pub. L. 94-114, section 
6). ; 

(v) Payments from the crisis inter- 
vention program (CIP) administered 
by the Community Services Adminis- 
tration (CSA). 

(vi) Payments received from the 
youth incentive entitlement pilot pro- 
jects, the youth community conserva- 
tion and improvement projects, and 
the youth employment and training 
programs under the Youth Employ- 
ment and Demonstration Project Act 
of 1977 (Pub. L. 95-93), but not pay- 
ments from the Adults Conservation 
Corps under that Act nor any other 
payments under the Comprehensive 
Employment and Training Act. 

(d) Income deductions. Deductions 
shall be allowed only for the following 
household expenses: 

(1) Standard deduction. A standard 
deduction of $60 per household per 
month for the 48 contiguous States 
and the District of Columbia. The 
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standard deductions applicable in 
Alaska, Hawaii, Puerto Rico, Guam, 
and the Virgin Islands are published 
as an appendix to this section. 

(2) Earned income deduction. 
Twenty percent of gross earned 
income as defined in paragraph (b)(1) 
of this section. Earnings excluded in 
paragraph (c) of this section shall not 
be included in gross earned income for 
purposes of computing the earned 
income deduction. 

(3) Dependent care. Payments for 
the actual costs for the care of a child 
or other dependent when necessary 
for a household member to accept or 
continue employment, seek employ- 
ment in compliance with the job 
search criteria (or an equivalent effort 
by those not subject to job search), or 
attend training or pursue education 
which is preparatory to employment. 
This deduction shall not exceed $80 in 
the 48 contiguous States and the Dis- 
trict of Columbia, or an amount that 
is specified in the appendix to this sec- 
tion for Alaska, Hawaii, Puerto Rico, 
Guam, and the Virgin Islands. 

(4) Shelter costs. Monthly shelter 
costs in excess of 50 percent of the 
household’s income after all other de- 
ductions in paragraphs (d) (1), (2), and 
(3) of this section have been allowed. 
The shelter deduction alone, or in 
combination with the dependent care 
deduction in paragraph (d)(3) of this 
section, shall not exceed $80 in the 48 
contiguous States and the District of 
Columbia, or an amount that is speci- 
fied in the appendix to this section for 
Alaska, Hawaii, Puerto Rico, Guam, 
and the Virgin Islands. Shelter costs 
shall include only the following: 

(i) Continuing charges for the shel- 
ter occupied by the household, includ- 
ing rent, mortgage, or other continu- 
ing charges leading to the ownership 
of the shelter such as loan repayments 
for the purchase of a mobile home, in- 
cluding interest on such payments. 

(ii) Property taxes, State and local 
assessments, and insurance on the 
structure itself, but not separate costs 
for insuring furniture or personal be- 
longings. 

(iii) The cost of heating and cooking 
fuel; cooling and electricity; water and 
sewerage; garbage and trash collection 
fees; the basic service fee for one tele- 
phone, including tax on the basic fee; 
and fees charged by the utility provid- 
er for initial installation of the utility. 
One-time deposits shall not be includ- 
ed as shelter costs. 

(iv) The shelter costs for the home if 
temporarily not occupied by the 
household because of employment or 
training away from home, illness, or 
abandonment caused by a natural dis- 
aster or casualty loss. For costs of a 
home vacated by the household to be 
included in the household’s’ shelter 
costs, the household must intend to 
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return to the home; the current occu- 
pants of the home, if any, must not be 
claiming the shelter costs for food 
stamp purposes; and the home must 
not be leased or rented during the ab- 
sence of the household. 

(v) Charges for the repair of the 
home which was substantially dam- 
aged or destroyed due to a natural dis- 
aster such as a fire or flood. Shelter 
costs shall not include charges for 
repair of the home that have been or 
will be reimbursed by private or public 
relief agencies, insurance companies, 
or from any other source. 

(5) Standard utility allowances. (i) 
The State agency shall develop a 
method, subject to FNS approval, for 
establishing a standard utility 
allowance for use in calculating shel- 
ter costs of those households which 
incur certain utility costs separate and 
apart from their rent or mortgage pay- 
ments. Households which do not incur 
any separate utility charges or which 
are billed separately for only tele- 
phone costs, water, sewerage, and gar- 
bage collection fees shall not be enti- 
tled to claim the standard utility 
allowance. The standard utility 
allowance may have a separate stand- 
ard for each utility identified in para- 
graph (d)(4)(iii) of this section or it 
may be a single standard. If it is a 
single standard, the State shall in- 
clude the cost of telephone service, 
water, sewerage, and garbage coliec- 
tion fees in the overall allowance, even 
though these utilities do not, by them- 
selves, entitle the household to use the 
standard utility allowance. If a house- 
hold is not entitled to the standard 
utility allowance, it may claim actual 
utility expenses for any utility which 
it does pay separately. 

(ii) The State agency may develop a 
method, subject to FNS approval, for 
calculating a mandatory telephone 
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(iv) The State agency shall review 
the standard utility allowance and the 
telephone allowance, if any, at least 
annually and adjust these allowances 
as necessary to reflect changes in the 
cost of the utilities. State agencies 
may use data gathered through qual- 
ity control sampling, surveys of utility 
company rates, or another method for 
establishing and updating the stand- 
ards developed by the State and ap- 
proved by FNS. The amount .of the 
standard utility allowance shall vary 
seasonally unless the State agency can 
demonstrate that such variations are 
not warranted. In addition, the State 
agency may have other variations in 
its standard utility allowance or tele- 
phone allowance to reflect other dif- 
ferences, such as geographical vari- 
ations. 

(6) Semiannual adjustment of stand- 
ard deductions. Effective July 1, 1978, 
the standard deductions shall be ad- 


justed each January 1 and July 1 to 
the nearest $5. The adjustment shall 
reflect changes in the Consumer Price 
Index (CPI) for items other than food 
for the 6 months ending the preceding 
September 30 and March 31, respec- 
tively. The semiannual adjustment 
shall be based on the previous half 
year’s unrounded number, and the 
result of the adjustment rounded to 
the nearest $5. 

(7) Annual adjustment of shelter de- 
ductions. Effective July 1, 1978, the 
maximum limit on shelter and depend- 
ent care deductions shall be adjusted 
each July 1 to the nearest $5. The ad- 
justment shall reflect changes in the 
shelter, fuel, and utilities components 
of the CPI for the 12-month period 
ending the preceding March 31. The 
annual adjustment shall be based on 
the previous year’s unrounded num- 
bers, and the result rounded to the 
nearest $5. 


AppenpDIx. A.—Net Monthly Income Eligibility Standards 
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365 
454 
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895 
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APPENDIX B.—Standard Deductions for the Outlying Areas 





Average 


Outlying area total 


deductions 


Ratio X, 
US. CPI Rounded 
standard adjustment? standard 
deduction deduction 
($60) 


Ratio ' 





Alaska 
Hawaii 
Guam 
Puerto Rico 
Virgin Isiands 


allowance for use in conjunction with 
a single utility allowance or as the 
standard allowance for the telephone 
if the State has separate standards by 
utility. In States with a single utility 
allowance, the telephone allowance 
would apply to households which are 
not entitled to claim the overall stand- 
ard, but which, nonetheless, incur sep- 
arate telephone expenses. The. State 
agency may mandate use of the tele- 
phone allowance even if actual costs 
are higher. 

(iii) Except as provided in paragraph 
(d)(5)(ii) of this section, the household 
shall be advised that actual utility 
costs which exceed the standard shall 
be deducted if the household can 

-verify these costs. Households shall be 
allowed to switch between the actual 
utility costs and the utility standard at 
least once during a certification 
period. The State agency may permit 
households to switch more than once 
during the certification period. pet. 


$136.42 
113.92 1.48 
158.89 2.06 
48.03 62 
67.91 88 


1.77 $106.20 
88.80 
123.60 
37.20 


52.80 


$109.08 
91.21 
126.95 
38.21 
54.23 




















‘Average total deductions of outlying area+$77.13, the average total deductions for the 48 States and 
the District of Columbia. 
*CPI adjustment for the period of September 1977 to March 1978 is 1.0271 pct. 


APPENDIX C.—Mazximum Excess Shelter/Dependent Care Deductions for the Outlying Areas 





Ratio X, Rounded 
US. shelter CPI shelter 
deduction adjustments ? deduction 
($75) 


Average 
shelter 
expense 


Outlying areas Ratio ' 





Alaska 
Hawaii 
Guam 
Puerto Rico 

Virgin Islands 


$226.53 
188.87 1.45 
158.90 1.22 
46.83 36 
95.80 .74 


1.74 $130.50 
108.75 
91.50 
27.00 


55.50 


$141.68 
118.07 120 
99.34 100 
29.31 30 
60.26 60 


$140 




















‘Average shelter expense of outlying area+$130.13, the average shelter expense for the 48 States and 
the District of Columbia. 
?CPI adjustment for the shelter, fuel, and utilities for the period of March 1977 to March 1978 is 1.0857 
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§273.10 Determining household eligibility 
and benefit levels. 


(a) Month of application. (1) The eli- 
gibility and level of benefits for most 
households submitting an initial appli- 
cation shall be based on circumstances 
for the entire calendat month in 
which the household filed its applica- 
tion. However, State agencies may, 
with the prior approval of FNS, use a 
fiscal month if the State determines 
that it is more efficient and satisfies 
FNS that the accounting procedures 
fully comply with certification and is- 
suance reauirements contained in 
these regulations. A State agency may 
elect to use either a standard fiscal 
month for all households such as from 
the 15th of the calendar month to the 
15th of the next calendar month, or a 
fiscal month that will vary for each 
household depending on the date an 
individual files an application for the 
program; for example, the period of 
application for a household applying 
on the 3d of a month shali be the 3d 
of that month to the 2d of the follow- 
ing month. A household’s eligibility 
and benefit level shall be determined 
for the month of application by con- 
sidering the household’s’ circum- 
stances for the entire month, calendar 
or fiscal, as defined by the State 
agency. 

(2) Eligibility and the level of bene- 
fits for recertifications shall be deter- 
mined based on circumstances antici- 
pated for the certification period start- 
ing the month following the expira- 
tion of the current certification 
period. If an application for recertifi- 
cation is not received until after the 
current certification period has ex- 
pired, the month of application shall 
be the month in which the application 
was filed, as for any initial application. 

(3) Because of anticipated changes, a 
household may be eligible for the 
month of application, but ineligible in 
the subsequent month. The household 
shall be entitled to benefits for the 
month of aplication even if the pro- 
cessing of its application results in the 
benefits being issued in the subse- 
quent month. Similarly, a household 
may be ineligible for the month of ap- 
plication, but eligible in the subse- 
quent month due to anticipated 
changes in circumstances. Even 
though denied for the month of appli- 
cation, the household does not have to 
reapply in subsequent month. The 
same application shall be used for the 
denial for the month of application 
and the determination of eligibility for 
subsequent months, within the timeli- 
ness standards in § 273.2 

(4) As a result of anticipating 
changes, the household’s allotment for 
the month of application may differ 


RULES AND REGULATIONS 


from its allotment in subsequent 
months. The State agency shall estab- 
lish a certification period for the long- 
est possible period over which changes 
in the household’s circumstances can 
be reasonably anticipated. The house- 
hold’s allotment shall vary month to 
month within the certification period 
to reflect changes anticipated at the 
time of certification, unless the house- 
hold elects the averaging techniques 
in paragraphs (c3) and (d)(3) of this 
section. 

(b) Determining esources. The 
household’s resources at the time the 
application is filed shall be used to de- 
termine the household’s eligibility. 

(c) Determining income. (1) Antici- 
pating inconre. (i) For the purpose of 
determing the household’s eligibility 
and level of benefits, the State agency 
shall take into account the income al- 
ready received by the household 
during the certification period and any 
anticipated income the household and 
the State agency are reasonably cer- 
tain will be received during the re- 
mainder of the certification period. If 
the amount of income that will be re- 
ceived, or when it will be received, is 
uncertain, that portion of the house- 
hold’s income that is uncertain shall 
not be counted by the State agency. 
For example, a household anticipating 
income from a new source, such as a 
new job or recently applied for public 
assistance benefits, may be uncertain 
as to the timing and amount of the ini- 
tial payment. These moneys shall not 
be anticipated by the State agency 
unless there is reasonable certainty 
concerning the month in which the 
payment will be received and in what 
amount. If the exact amount of the 
income is not known, that portion of it 
which can be anticipated with reason- 
able certainty shall be considered as 
income. In cases where the receipt of 
income is reasonably certain but the 
monthly amount may fluctuate, the 
household may elect to income aver- 
age. Households shall be advised to 
report all changes in gross monthly 
income as required by § 273.12. 

(ii) Income received during the past 
30 days shall be used as an indicator of 
the income that is and will be availa- 
ble to the household during the certi- 
fication period. However, the State 
agency shall not use past income as an 
indicator of income anticipated for the 
certification period if changes in 
income have occurred or can be antici- 
pated. If income fluctuates to the 
extent that a 30-day period alone 
cannot provide an accurate indication 
of anticipated income, the State 
agency and the household may use a 
longer period of past time if it will 
provide a more accurate indication of 
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anticipated fluctuations in future 
income. Similarly, if the household’s 
income fluctuates seasonally, it may 
be appropriate to use the most recent 
season comparable to the certification 
period, rather than the last 30 days, as 
one indicator of anticipated income. 
The State agency shall exercise partic- 
ular caution in using income from a 
past season as an indicator of income 
for the certification period. In many 
cases of seasonally fluctuating income, 
the income also fluctuates from one 
season in one year to the same season 
in the next year. However, in no event 
shall the State agency automatically 
attribute to the household’ the 
amounts of any past income. The 
State agency shall not use past income 
as an indicator of anticipated income 
when changes in income have occurred 
or can be anticipated during the certi- 
fication period. 

(2) Income only in month received. 
(i) Income anticipated during the cer- 
tification period shall be counted as 
income only in the month it is expect- 
ed to be received, unless the income is 
averaged. Whenever a full month’s 
income is anticipated but is received 
on a weekly or biweekly basis, the 
State agency shall convert the income 
to a monthly amount by multiplying 
weekly amounts by 4.3 and biweekly 
amounts by 2.15, use the State Agen- 
ey’s PA conversion standard, or use 
the exact monthly figure if it can be 
anticipated for each month of the cer- 
tification period. Nonrecurring lump- 
sum payments shall be counted as a 
resource starting in the month re- 
ceived and shall not be counted as 
income. 

(ii) Wages held at the request of the 
employee shall be considered income 
to the household in the month the 
wages would otherwise have been paid 
by the employer. However, wages held 
by the employer as a general practice, 
even if in violation of law, shall not be 
counted as income to the household, 
unless the household anticipates that 
it will ask for and receive an advance, 
or that it will receive income from 
wages that were previously held by 
the employer as a general practice and 
that were, therefore, not previously 
counted as income by the State 
agency. Advances on wages shali count 
as income in the month received only 
if reasonably anticipated as defined in 
paragraph (c)(1) of this section. 

(iii) Households receiving State or 
Federal assistance payments, such as 
PA or GA benefits, SSI benefits or 
social security payments, on a recur- 
ring, monthly basis, shall not have 
their monthly income from _ these 
sources varied merely because mailing 
cycles may cause two payments to be 
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received in one month and none in the 
next month. : 

(3) Income averaging. (i) House- 
holds, except destitute households, 
and PA households subject to a 
monthly reporting requirement, may 
elect to have income averaged. Income 
shall not be averaged for a destitute 
household since averaging would 
result in assigning to the month of ap- 
plication income from future periods 
which is not available to the destitute 
household for its current food needs. 
To average income, the State agency 
shall use the household’s anticipation 
of income fluctuations over the certifi- 
cation period. The number of months 
used to arrive at the average income 
need not be the same as the number of 
months in the certification period. For 
example, if fluctuating income for the 
past 30 days and the month of applica- 
tion are known and, with reasonable 
certainty, are representative of the 
income fluctuations anticipated for 
the coming months, the income from 
the 2 known months may be averaged 
and projected over a _ certification 
period of longer than 2 months. 

(ii) Households which, by contract or 
self-employment, derive their annual 
income in a perod of time shorter than 
1 year shall have that income aver- 
aged over a 12-month period, provided 
the income from the contract is not re- 
ceived on an hourly or piecework 
basis. These households may include 
school employees, share croppers, 
farmers, and other self-employed 
households. However, these provisions 
do not apply to migrant or seasonal 
farmworkers. The procedures for aver- 
aging self-employed income are de- 
scribed in § 273.11. 

(iii) Households receiving scholar- 
ships, deferred educational loans, or 
other educational grants shall have 
such income, after exclusions, aver- 
aged over the period for which it was 
provided. 

(d) Determining deductions. Deduct- 
ible expenses include only certain 
costs of dependent care and shelter as 
described in § 273.9. 

(1) Disallowed expenses. (i) An ex- 
pense covered by an excluded reim- 
bursement or vendor payment shall 
not be deductible. For example, the 
portion of rent covered by excluded 
vendor payments shall not be calculat- 
ed as part of the household’s shelter 
cost. 

(ii) Expenses shall only be deduct- 
ible if the service is provided by some- 
one outside of the household and the 
household makes a money payment 
for the service. For example, a depend- 
ent care deduction shall not be al- 
lowed if another household member 
provides the care, or compensation for 
the care is provided in the form of an 
inkind benefit, such as food. 
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(2) Billed expenses. Except as pro- 
vided in paragraph (d)(3) of this sec- 
tion a deduction shall be allowed only 
in the month the expense is billed or 
otherwise becomes due, regardless of 


when the household intends to pay. 


the expense. For example, rent which 
is due each month shall be included in 
the household’s shelter costs, even if 
the household has not yet paid the ex- 
pense. Amounts carried forward from 
past billing periods are not deductible, 
even if included with the most recent 
billing and actually paid by the house- 
hold. In any event, a particular ex- 
pense may only be deducted once, 

(3) Averaging expenses. Households 
may elect to have fluctuating expenses 
averaged. Households may also elect 
to have expenses which are billed less 
often than monthly averaged forward 
over the interval between scheduled 
billings, or, if there is no scheduled in- 
terval, averaged forward over the 
period the expense is intended to 
cover. For example, if a household re- 
ceives a single bill in February which 
covers a 3-month supply of fuel oil, 
the bill may be averaged over Febru- 
ary, March, and April. The household 
may elect to have one-time only ex- 
penses averaged over the entire certifi- 
cation period in which they are billed. 

(4) Anticipating expenses. The State 
agency shall calculate a household’s 
expenses based on the expenses the 
household expects to be billed for 
during the certification period. Antici- 
pation of the expense shall be based 
on the most recent month’s bills, 
unless the household is reasonably 
certain a change will occur. When the 
household is not claiming the utility 
standard, the State agency may antici- 
pate changes during the certification 
period based on last year’s bills from 
the same period updated by overall 
price increases; or, if only the most 
recent bill is available, utility cost in- 
creases or decreases over the months 
of the certificaton period may be 
based on utility company estimates for 
the type of dwelling and utilities used 
by the household. The State agency 
shall not average past expenses, such 
as utility bills for the last several 
months, as a method of anticipating 
utility costs for the _ certification 
period. 

(e) Calculating net income and bene- 
Sit leveis.—(1) Net monthly income. (i) 
To determine a_ household’s net 
monthly income, the State agency 
shall: 

(A) Add the gross monthly income 
earned by all household members 
minus earned income exclusions, to de- 
termine the household’s total gross 
earned income. 

(B) Multiply the total gross earned 
income by 20 percent and subtract 
that amount to determine the net 
monthly earned income (or multiply 


the total gross earned income by 80 
percent). 

(C) Add to net monthly earned 
income the total monthly unearned 
income of all household members, 
minus income exclusions. 

(D) Subtract the standard deduction. 

(E) Subtract monthly dependent 
care expenses, if any, up to the maxi- 
mum amount allowed for the area (see 
appendix to § 273.9). If dependent care 
costs equal or exceed the maximum 
amount allowed, the household’s net 
monthly income has been determined. 
If not, the household’s excess shelter 
expenses shall be computed, in accord- 
ance with subparagraph (F) of this 
section. 

(F) Total the allowable shelter ex- 
penses to determine shelter costs. Sub- 
tract from total shelter costs 50 per- 
cent of the household’s monthly 
income after all the above deductions 
have been subtracted. The remaining 
amount, if any, is the excess shelter 
cost. If there is no excess shelter cost, 
the net monthly income has been de- 
termined. If there is excess shelter 
cost, compute the shelter deduction 
according to subparagraph (G) of this 
section. 

(G) Subtract the excess sheiter cost 
(up to the maximum amount allowed 
for the area) from the household’s 
monthly income after all other deduc- 
tions. The maximum amount allowed 
for shelter is the maximum used in 
subparagraph (E) of this’ section, 
minus the amount of dependent care 
expenses, if any. The household’s net 
monthly income has been determined. 

(ii) In calculating net monthly 
income, the amounts shall be rounded 
down to whole dollar amounts by 
dropping all cents. Such rounding 
shall occur before and after each cal- 
culation, except for the computation 
of shelter costs. For-example, any 
cents in gross weekly earnings shall be 
dropped prior to the application of the 
weekly conversion factor. Any cents 
resulting from that multiplication 
shall then be dropped prior to the 
computation of the 20-percent earned 
income deduction. The cents shall be 
dropped from this deduction prior to 
being subtracted from earned income. 
However, because these procedures 
could result in a significant decrease in 
the shelter expenses the household 
may be entitled to use in determining 
excess shelter cost, the individual costs 
used in paragraph (e)(1)(iX(F) of this 
section shall be computed using exact 
dollars and cents. The cents will be 
dropped from the total shelter costs 
prior to determining the shelter de- 
duction for the household’s net 
monthly income. 

(2) Eligibility and benefits. (i) 
Except for households considered des- 
titute in paragraph (e)(3) of this sec- 
tion, the household’s net monthly 
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income as calculated in paragraph 
(e)(1) of this section shall be compared 
to the monthly income eligibility 
standards for the appropriate house- 
hold size to determine eligibility for 
the month. 

(ii) The household’s monthly allot- 
ment shall be equal to the thrifty food 
plan for the household’s size reduced 
by 30 percent of the household’s net 
monthly income as calculated in para- 
graph (e)(1) of this section. After mul- 
tiplying the net income by 30 percent, 
the result shall be rounded by drop- 
ping all cents prior to subtracting that 
amount from the thrifty food plan. All 
eligible one- and two-person house- 
holds shall receive a minimum month- 
ly allotment of $10. 

(3) Destitute households. Certain 
households may have little or no 
income at the time of application and 
may be in need of immediate food as- 
sistance, even though they receive 
income at some other time during the 
month of application. The following 
procedures shall be used to determine 
when households in these circum- 
stances may be considered destitute 
and, therefore, entitled to expedited 
service and special income calculation 
procedures: 

(i) Households whose only income 
for the month of application was re- 
ceived prior to the date of application, 
and was from a terminated source, 
shall be considered destitute house- 
holds and shall be provided expedited 
service. These households may have 
lost their sole source of income be- 
cause of layoffs, a termination of gen- 
eral assistance or unemployment com- 
pensation benefits, or other compara- 
ble circumstances. These households 
also include migrant households which 
have received their last wages from a 
grower. These households shall be pro- 
vided expedited service because they 
may be without income for some time, 
and may not be able to wait as long as 
30 days for food assistance. 

(A) If income is received on a month- 
ly or more frequent basis, it shall be 
considered as coming from a terminat- 
ed source if it will not be received 
again from the same source during the 
balance of the month of application or 
during the following month. 

(B) If income is normally received 
less often than monthly, the nonre- 
ceipt of income from the same source 
in the balance of the month of appli- 
cation or in the following month is in- 
appropriate to determine whether or 
not the income is terminated. For ex- 
ample, if income is received on a quar- 
terly basis (e.g., on January 1, April 1, 
July 1, and October 1), and the house- 
hold applies in mid-January, the 
income should not be considered as 
coming from a terminated source 
merely because no further payments 
will be received in the balance of Janu- 
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ary or in February. The test for 
whether or not this household’s 
income is terminated is whether the 
income is anticipated to be received in 
April. Therefore, for households that 
normally receive income less often 
than monthly, the income shail be 
considered as coming from a terminat- 
ed source if it will not be received in 
the month in which the next payment 
would normally be received. 

(ii) Households whose only income 
for the month of application is from a 
new source shall be considered desti- 
tute and shall be provided expedited 
service if income of more than $25 
from the new source will not be re- 
ceived by the 10th calendar day after 
the date of application. These house- 
holds may expect to start receiving 
income from a new job or may have 
applied for, but have not yet begun to 
receive benefits from, public assist- 
ance, unemployment compensation, 
SSI, social security, or a similar pro- 
gram. These households may be total- 
ly without income for a number of 
weeks before the new income begins 
and, therefore, be unable to meet their 
current food needs. 

(A) Income which is normally re- 
ceived on a monthly or more frequent 
basis shall be considered to be from a 
new source if income of more than $25 
has not been received from that source 
within 30 days prior to the date the 
application was filed. 

(B) If income is normally received 
less often than monthly, it shall be 
considered to be from a new source if 
income of more than $25 was not re- 
ceived within the last normal interval 
between payments. For example, if a 
household applies in early January 
and is expecting to be paid every 3 
months, starting in late January, the 
income shall be considered to be from 
a new source if no income of more 
than $25 was received from the source 
during October or since that time. 

(iii) Households may receive both 


_ income from a terminated source prior 


to the date of application, and income 
from a new source after the date of 
application, and still be considered 
destitute if they receive no other 
income in the month of application 
and income of more than $25 from the 
new source will not be received by the 
10th day after the date of application. 

(iv) Destitute households shall have 
their eligibility and level of benefits 
calculated for the month of applica- 
tion by considering only income which 
is received between the first of the 
month and the date of application. 
Any income from a new source that is 
anticipated after the day of applica- 
tion shall be disregarded. 

(v) Some employers provide travel 
advances to cover the travel costs of 
new employees who must journey to 
the location of their new employment. 
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To the extent that these payments are 
excluded as reimbursements, receipt of 
travel advances will not affect the de- 
termination of when a household is 
destitute. However, if the travel ad- 
vance is really an advance on wages 
that will be subtracted from wages 
later earned by the employee, rather 
than a reimbursement, the wage ad- 
vance shall count as income. Neverthe- 
less, the receipt of a wage advance for 
the travel costs of a new employee 
shall not affect the determination of 
whether subsequent payments from 
the employer are from a new source of 
income, nor whether a household shall 
be considered destitute. For example, 
if a household applies on May 10, has 
received a $50 wage advance for travel 
from its new employer on May 1, but 
will not start receiving any other 
wages from the employer until May 
30, the household shall be considered 
destitute. The May 30 payment shall 
be disregarded, but the wage advance 
received prior to the date of applica- 
tion shall be counted as income. 

(vi) Households whose income must 
be averaged on an annual basis, or av- 
eraged over the period the income is 
intended to cover, as required by para- 
graphs (¢)(3) (ii) and (iii) of this sec- 
tion, shall have the income averaged 
and assigned to the appropriate 
months of the certification period 
before determining whether a house- 
hold is destitute. If the averaged 
income does not come from a new or 
terminated source and is assigned to 
the mcnth of application, the house- 
hold shall not be considered destitute. 
For example, a self-employed house- 
hold whose total annual income is re- 
ceived in a few months in the year 
shall not be considered destitute 
simply because it does not receive pay- 
ments in those other months. Howev- 
er, if the income which must be aver- 
aged is itself from a new or terminated 
source, the receipt of the income in 
the month of application may result in 
a destitute termination. For example, 
a student with no other income for the 
month of application anticipates re- 
ceipt of a deferred educational loan at 
the end of the month. After appropri- 
ate exclusions, the balance of the loan 
is averaged over the period it is intend- 
ed to cover, including the month of ap- 
plication. The student may be desti- 
tute and the portion of the loan for 
the month of application disregarded 
if it is from a new source and will not 
be received by the 10th day after the 
date of application. : 

(vii) A household member who 
changes jobs but continues to work for 
the same employer shall be considered 
as still receiving income from the same 
source. Similarly, a self-employed 
household member who secures con- 
tracts or other work from different 
customers shall still be considered as 
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receiving income from the same 
source. A migrant farmworker’s source 
of income shall be considered to be the 
grower for whom the migrant is work- 
ing at a particular point in time, and 
not the crew chief. A migrant who 
travels with the same crew chief but 
moves from one grower to another 
shall be considered to have moved 
from a terminated income source to a 
new source. 

(viii) The above procedures shall 
apply at initial application and at re- 
certification, but only for the first 
month of each certification period. At 
recertification, income from a new 
source shall be disregarded in the first 
month of the new certification period 
if income of more than $25 will not be 
received from this new source by the 
10th calendar day after the date of the 
household’s normal issuance cycle. 

(4) Thrifty food plan.—ti) Level of 
the thrifty food plan. The thrifty food 
plan shall be uniform by household 
size throughout the 48 contiguous 
States and the District of Columbia. 
The thrifty food plans for Alaska and 
Hawaii shall be the thrifty food plan 
for the 48 States adjusted by the price 
of food in Alaska and Hawaii. The 
thrifty food plans for Guam, Puerto 
Rico, and Virgin Islands shall be.ad- 
justed by the cost of food in those 
areas provided that the costs of these 
plans shall not exceed the cost of the 
thrifty food plan for the 50 States. 
The thrifty food plans in each area 
are provided in the appendix of this 
section. 

Gi) Semiannual adjustment. The 
thrifty food pian shall be adjusted 
semiannually to reflect changes in the 
price of food. The semiannual adjust- 
ments shall be rounded to the nearest 
whole dollar (amounts of 50 cents 
shall be rounded upward to the next 
highest whole dollar). The semiannual 
adjustments shall occur each July 1 
based on the change in the price of 
the thrifty food plan over a 6-month 
period ending the preceding March 31; 
and each January 1 based on the 
change in a 6-month period ending the 
preceding September 30. 

(f{) Certification periods. The State 
agency shall establish a definite period 
of time within which a household 
shall be eligible to receive benefits. At 
the expiration of each certification 
period, entitlement to food stamp 
benefits ends. Further eligibility shall 
be established only upon a recertifica- 
tion based upon a newly completed ap- 
plication, an interview, and verifica- 
tion as required by § 273.2(f). Under no 
circumstances shall benefits be contin- 


ued beyond the end of a certification 


period without a new determination of 
eligibility. 

(1) Certification periods shall con- 
form to calendar months, except 
where FNS has approved the use of 
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fiscal months. At initial application, 
the first month in the certification 
period shall generally be the month of 
application, even if the household’s 
eligibility is not determined until a 
subsequent month. For example, if a 
household files an application in Janu- 
ary and the application is not pro- 
cessed until February, a 6-month certi- 
fication period would include January 


. through June. Upon recertification, 


the certification period will begin with 
the month following the last month of 
the previous certification period. 

(2) Households in which all members 
are contained in a single PA grant, or 
in a single GA grant where GA and 
food stamp applications are processed 
jointly. in accordance with § 273.2(j), 
shall have their food stamp recertifi- 
cations, to the extent possible, at the 
same time they are redetermined for 
PA/GA. 

(i) Except as specified in paragraph 
(2)(ii) of this section, State agencies 
shall assign these households food 
stamp certification periods which 
expire the month following the house- 
holds’ PA/GA redetermination, pro- 
vided the food stamp certification pe- 
riods do not exceed 1 year. If a PA/GA 
household has not had its PA/GA re- 
determination by the end of the 1lth 
month following its initial certifica- 
tion or last redetermination, the State 
agency shall send the household a 
notice of the expiration of its food 
stamp certification period and recer- 
tify the household in accordance with 
the provisions of § 273.14. 

(ii) State agencies which have a 
mandatory monthly reporting system 
and, therefore, allow more than 1 year 
to elapse before redetermining their 
PA/GA cases, but which can predict 
with certainty in which month the 
PA/GA redetermination will take 
place, shall assign definite food stamp 
certification periods to PA/GA food 
stamp households that expire at the 
end of the month following the month 
in which the PA/GA redetermination 
is scheduled. If for any reason the PA/ 
GA redetermination is not made by 
the end of the month for which it was 
scheduled, the State agency shall send 
the household a notice of the expira- 
tion of its food stamp certification 
period in accordance with § 273.14, and 
proceed to recertify the household for 
food stamps. : 

(3) Other households shall be as- 
signed the longest certification periods 
possible based on the predictability af 
the household’s circumstances. House- 
holds shall be certified for at least 3 
months, except as follows: 

(i) Households eligible for a certifi- 
cation period of 3 months or less shall; 
at the time of certification, have their 
certification periods increased by 1 
month, if the certification process is 
completed after the 15th day of the 


month of application and the house- 
hold’s circumstances warrant the 
longer certification period. For exam- 
ple, if a household which is eligible for 
a 3-month certification period makes 
application in June and is not certified 
until late June or early July, the certi- 
fication period would include June 
through September. 

(ii) Households containing one or 
more persons subject to a lockout or 
on strike from their place of employ- 
ment shall not be certified for periods 
of more than 1 month, if the house- 
hold is certified before the 15th day of 
the month of application; otherwise, 
the maximum certification period 
shall be for 2 months. However, the 
State agency may inform the house- 
hold that a longer certification period 
may be assigned if the household signs 
a waiver of notice of adverse action. 
The State agency must explain to the 
household what the waiver does and 
provide a choice between signing the 
separate waiver document specified in 
§ 273.13(b)(8) and being assigned a 1- 
or 2-month certification period. The 
State agency shall maintain a system 
for identifying households containing 
strikers which have signed the waiver 
of notice of adverse action to reduce or 
terminate benefits when the house- 
hold has begun receiving income from 
employment again after the lockout or 
strike has been settled. 

(iii) Households shall be certified for 
1 or 2 months, as appropriate, when 
the household cannot reasonably pre- 
dict what its circumstances will be in 
the near future, or when there is a 
substantial likelihood of frequent and 
significant changes in income or 
household status; for example, day la- 
borers and migrant workers if income 
is uncertain and subject to large fluc- 
tuations during the work season due 
to the uncertainty of continuous em- 
ployment or due to bad weather and 
other circumstances. 

(4) Households shall be certified for 
up to 6 months if there is little likeli- 
hood of changes in income and house- 
hold status; for. example, households 
with a stable income record and for 
which major changes in income, de- 
ductions, or composition are not an- 
ticipated. 

(5) Households consisting entirely of 
unemployable or elderly persons with 
very stable income shall be certified 
for up to 12 months provided other 
household circumstances are expected 
to remain stable; for example, social 
security recipients, SSI recipients and 
persons who receive pensions or dis- 
ability payments. 

(6) Households whose primary 
source of income is from self-employ- 
ment (including self-employed farm- 
ers) or from regular farm employment 
with the same employer shall be certi- 
fied for up to 12 months, provided 
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income can be readily predicted and 
household circumstances are not likely 
to change. Annual certification peri- 
ods may be assigned to farmworkers 
who are provided their annual salaries 
on a scheduled monthly basis which 
does not change as the amount of 
work changes. 

(g) Certification notices to house- 
holds. (1) Initial applications. State 
agencies shall provide applicants with 
one of the following written notices as 
soon as a determination is made, but 
no later than 30 days after the date of 
the initial application: 

(i) Notice of eligibility. (A) If an ap- 
plication is approved, the State agency 
shall provide the household with writ- 
ten notice of the amount of the allot- 
ment and the beginning and ending 
dates of the certification period. The 
household shall also be advised of 
variations in the benefit level based on 
changes anticipated at the time of cer- 
tification. If the initial allotment con- 
tains benefits for both the month of 
application and the current month’s 
benefits, the notice shall explain that 
the initial allotment includes more 
than 1 month’s benefits, and shall in- 
dicate the monthly allotment amount 
for the remainder of the certification 
period. The notice shall also advise the 
household of its right to a fair hear- 
ing, the telephone number of the food 
stamp office, and, if possible, the 
name of the person to contact for ad- 
ditional information. If there is an in- 
dividual or organization available that 
provides free legal representation, the 
notice shall also advise the household 
of the availability of the services. The 
State agency may also include in the 
notice a reminder of the household’s 
obligation to report changes in circum- 
stance and of the need to reapply for 
continued participation at the end of 
the certification period. Other infor- 
mation which would be useful to the 
household may also be included. 

(B) State agencies that do not assign 
definite certification periods to PA or 
GA households, as provided in para- 
graph (f)(2) of this section, will not be 
required to provide those households 
with an exact expiration date for the 
certification period. Instead, the 
notice shail state that the certification 
period will expire the month after the 
next review for the assistance grant or 
in 1 year. 

(C) In cases where a household’s ap- 
plication is approved on an expedited 
basis without verification, as provided 
in § 273.2(i), the notice shall explain 
that the household must. provide the 
verification which was waived. If the 
State agency has elected to assign a 
longer certification period to some 
households certified on an expedited 
basis, the notice shall also explain the 
special conditions of the longer certifi- 
cation period, as specified in § 273.2(i), 
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and the consequences of failure to pro- 
vide the postponed verification. 

(D) For households provided a 
notice of expiration at the time of cer- 
tification, as required in § 273.14(b), 
the notice of eligibility may be com- 
bined with the notice of expiration or 
separate notices may be sent. 

(ii) Notice of denial. If the applica- 
tion is denied, the State agency shall 
provide the household with written 
notice explaining the basis for the 
denial, the household’s right to re- 
quest a fair hearing, the telephone 
number of the food stamp office, and, 
if possible, the name of the person to 
contact for additional information. If 
there is an individual or organization 
available that provides free legal rep- 
resentation, the notice shall also 
advise the household of the availabil- 
ity of the service. In cases where the 
State agency has elected to use a 
notice of denial when a delay was 
caused by the household’s failure to 
take action to complete the applica- 
tion process, as provided in 
§ 273.2(h)(2), the notice of denial shall 
also explain: The action that the 
household must take to reactivate the 
application; that the case will be re- 
opened without a new application if 
action is taken within 30 days of the 
date the notice of denial was mailed; 
and that the household must submit a 
new application if, at the end of the 
30-day period, the household has not 
taken the needed action and wishes to 
participate in the program. If the 
State agency chooses the option speci- 
fied in § 273.2(h)(2) of reopening the 
application in cases where verification 
is lacking only if household provides 
verification within 30 days of the date 
of the initial request for verification, 
the State agency shall include on the 
notice of denial the date by which the 
household must provide the missing 
verification. 

(iii) Notice of pending status. If the 
application is to be held pending be- 
cause some action by the State is nec- 
essary to complete the application 
process, as specified in § 273.(h)(2), or 
the State agency has elected to pend 
all cases regardless of the reason for 
delay, the State agency shall provide 
the household with a written notice 
which informs the household that its 
application has not been completed 
and is being processed. If some action 
by the household is also needed to 
complete the application process, the 
notice shall also explain what action 
the household must take and that its 
application will be denied if the house- 
hold fails to take the required action 
within 60 days of the date the applica- 
tion was filed. If the State agency 
chooses the option specified in 
§ 273.2(h) (2) and (3) of holding the 
application pending in cases where 
verification is lacking only until 30 
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days following the date verification 
was initially requested, the State 
agency shall include on the notice of 
pending status the date by which the 
household must provide the missing 
verification. 

(2) Applications for recertification. 
The State agency shall provide house- 
holds that have filed an application by 
the 15th of the last month of their 
certification period with either a 
notice of eligibility or a notice of 
denial by the end of the current certi- 
fication period. The State agency shall 
provide households that have received 
a notice of expiration at the time of 
certification, and have timely reap- 
plied, with either a notice of eligibility - 
or a notice of denial not later than 30 
days after the date of the household’s 
initial opportunity to obtain its last al- 
lotment. 

(3) FNS-designed forms. Each State 
agency shall use the notice of eligibil- 
ity, denial, or pending status form de- 
signed by FNS. FNS may approve a de- 
viation under the same conditions for 
granting deviations from the applica- 
tion form in § 273.2(b). 

(4) Identification (ID) cards. (i) The 
State agency shall issue an ID card to 
each certified household as proof of 
program eligibility. The ID card may 
be serially numbered at the State 
agency’s option. The ID card shall be 
issued in the name of the household 
member to whom the ATP is issued. 
That household member and any au- 
thorized representatives shall sign the 
ID card prior to using it. 

(A) The State agency shall limit is- 
suance of ID cards to the time of ini- 
tial certification, with replacements 
made only in instances of loss, mutila- 
tion, destruction, or changes in per- 
sons authorized to obtain or use cou- 
pons. 

(B) The State agency shall place an 
expiration date only on those ID’s 
issued to households that have been 
certified for delivered meals for a tem- 
porary period. 

(ii) ID cards delivered to households 
by mail shall not be mailed in the 
same envelope with an ATP or cou- 
pons. 

(iii) If the household does not name 
an authorized representative, the 
State agency shall indicate on the ID 
card that no designation was made. 

(iv) Specially marked ID cards shall 
be issued as follows: 

(A) Any household eligible for and 
interested in using delivered meal ser- 
vices shall receive an ID card marked 
with the letter ““M.” 

(B) Any household eligible for and 
interested in using communal dining 
facilities shall receive an ID card 
marked with the letters “CD” in those 
States or project areas where restau- 
rants are authorized to accept food 
stamps. In areas where restaurants are 
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not authorized to accept food stamps, 
the State or project area has the 
option of marking the ID with the let- 
ters “CD.” 

(C) Any household residing in a 
remote section of Alaska which has 
been determined by FNS to be an area 
in which food coupons may be used to 
purchase hunting and fishing equip- 
ment shall receive an ID card marked 
with the letters “HF.” 

(v) Upon household consent, the 
State agency may use photo ID’s to fa- 
cilitate identification of program par- 
ticipants, except that the State agency 
shall not deny or delay benefits be- 
cause household members are unable 
or refuse to be photographed. 


§ 273.11 Action on households with special 
circumstances. : 


(a) Self-employment income. The 
procedures for handling income re- 
ceived from boarders by a household 
that does not own and operate a com- 
mercial boardinghouse are described 
in paragraph (b) of this section. For 
all other households receiving self-em- 
ployment income, including those 
households that own and operate a 
commercial boardinghouse, the State 
agency shall calculate the self-employ- 
ment income as follows: 

(1) Annualizing _ self-employment 
income. (i) Self-employment income 
which represents a household’s annual 
income shall be annualized over a 12- 
month period even if the income is re- 
ceived within only a short period of 
time during that 12 months. For ex- 
ample, self-employment income re- 
ceived by farmers shall be averaged 
over a 12-month period, if the income 
is intended to support the farmer on 
an annual basis. This self-employment 
income shall be annualized even if the 
household receives income from other 
sources in addition to self-employ- 
ment. 

(ii) Self-employment income which 
is received on a monthly basis but 
which represents a household’s annual 
support shall normally be averaged 
over a 12-month period. If, however, 
the averaged amount does not accu- 
rately reflect the household’s actual 
monthly circumstances because the 
household has experienced a substan- 
tial increase or decrease in business, 
the State agency shall calculate the 
self-employment income based on an- 
ticipated earnings. 

(iii) Self-employment income which 
is intended to meet the household's 
needs for only part of the year shall 
be averaged over the period of time 
the income is intended to cover. For 
example, self-employed vendors who 
work only in the summer and supple- 
ment their income from other sources 
during the balance of the year shall 
have their self-employment income av- 
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eraged over the summer months 
rather than a 12-month period. 

(iv) If a household’s self-employ- 
ment enterprise has been in existence 
for less than a year, the income from 
that self-employment enterprise shall 
be averaged over the period of time 
the business has been in operation, 
and the monthly amount projected for 
the coming year. However, if the busi- 
ness has been in operation for such a 
short time that there is insufficient in- 
formation to make a reasonable pro- 
jection, the household may be certi- 
fied for less than a year until the busi- 
ness has been in operation long 
enough to base a longer projection. 

(2) Determining monthly income 
from self-employment. (i) For the 
period of time over which self-employ- 
ment income is determined, the State 
agency shall add all gross self-employ- 
ment income (including capital gains), 
exclude the cost of producing the self- 
employment income, and divide the 
self-employment income by the 
number of months over which the 
income will be averaged. 

(ii) For those households whose self- 
employment income is not averaged 
but is instead calculated on an antici- 
pated basis, the State agency shall add 
any capital gains the household antici- 
pates it will receive in the next 12 
months, starting with the date the ap- 
plication is filed, and divide this 
amount by 12. This amount shall be 
used in successive certification periods 
during the next 12 months, except 
that a new average monthly amount 
shall be calculated over this 12-month 
period if the anticipated amount of 
capital gains changes. The State 
agency shall then add the anticipated 
monthly amount of capital gains to 
the anticipated monthly self-employ- 
ment income, and subtract the cost of 
producing the self-employment 
income. Except for depreciation, the 
cost of producing the self-employment 
income shall be calculated by antici- 
pating the monthly allowable costs of 
producing the self-employment 
income. 

(iii) The monthly net self-employ- 
ment income shall be added to any 
other earned income received by the 
household. The total monthly earned 
income, less the 20-percent earned 
income deduction, shall then be added 
to all monthly unearned income re- 
ceived by the household. The standard 
deduction, dependent care, and shelter 
costs shall be computed as for any 
other household and subtracted to de- 
termine the monthly net income of 
the household. 

(3) Capital gains. The proceeds from 
the sale of capital goods or equipment 
shall be calculated in the same 
manner as a capital gain for Federal 
income tax purposes. Even if only 50 
percent of the proceeds from the sale 


of capital goods or equipment is taxed 
for Federal income tax purposes, the 
State agency shall count the full 
amount of the capital gain as income 
for food stamp purposes. 

(4) Allowable costs of producing sel/- 
employment income. (i) Allowable 
costs of producing self-employment 
income include, but are not limited to, 
the identifiable costs of labor, stock, 
raw material, seed and fertilizer, inter- 
est paid to purchase income-producing 
property, insurance premiums, and 
taxes ‘paid on income-producing prop- 
erty. 

(ii) Depreciation shall be allowed as 
a cost of producing self-employment 
income for equipment, machinery, or 
other capital investments necessary to 
the self-employment enterprise. The 
Federal or State income tax form for 
the most recent tax year shall be used 
for calculating depreciation on an 
annual basis. No depreciation shall be 
allowed on a capital asset unless it is 
documented by the appropriate State 
or Federal income tax form. House- 
holds which did not file a tax return 
or did not claim depreciation may still 
receive consideration for depreciation 
by filing a regular or amended tax 
form for that year and presenting a 
copy of that amended return to the 
State agency. 

(iii) In determining net self-employ- 
ment income, the following items shall 
not be allowable as a cost of doing 
business. 

(A) Payments on the principal of the 
purchase price of income-producing 
real estate and capital assets, equip- 
ment, machinery, and other durable 
goods; 

(B) Net losses from previous periods; 
and , 

(C) Federal, State, and local income 
taxes, money set aside for retirement 
purposes, and other work-related per- 
sonal expenses (such as transportation 
to and from work), as these expenses 
are accounted for by the 20-percent 
earned income deduction specified in 
§ 273.9(d)(2). 

(5) Assigning certification periods. 
(i) Households that receive their 
annual support from self-employment 
and have no other source of income 
may be certified for up to 12 months. 
For those households that receive 
other sources of income or whose self- 
employment income is intended to 
cover a period of time that is less than 
a year, the State agency shall assign a 
certification period appropriate for 
the household’s circumstances. 

(ii) For those self-employed house- . 
holds that receive their annual income 
in a short period of time, the initial 
certification period shall be assigned 
to bring the household into the 
annual cycle. For example, the State 
agency may provide for recertification 
at the time the household normally 
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receives all or a majority of its annual 
income or the State agency may prefer 
to have the annual cycle coincide with 
the filing of the household’s income 
tax. 

(b) Boarders.—(1) Household with 
boarders. Persons paying a reasonable 
amount for room and board as speci- 
fied in §273.1(b) shall be excluded 
from the household when determining 
the household’s eligibility and benefit 
level. The income of households 
owning and operating a commercial 
boardinghouse shall be handled as de- 
scribed in paragraph (a) of this sec- 
tion. For all other households, pay- 
ments from the boarder shall be treat- 
ed as self-employment income and the 
household’s eligibility determined as 
follows: 

(i) Income from the boarder. The 
income from boarders shall include all 
direct payments to the household for 
room and meals, including contribu- 
tions to the household’s shelter ex- 
penses. Shelter expenses paid directly 
by boarders to someone outside of the 
household shall not be counted as 
income to the household. 

(ii) Cost of doing business. After de- 
termining the income received from 
the boarders, the State agency shall 
exclude that portion of the boarder 
payment which is a cost of doing busi- 
ness. The cost of doing business shall 
be equal to either of the following pro- 
cedures provided that the amount al- 
lowed as a cost of doing business shall 
not exceed the payment the house- 
hold receives from the boarder for 
lodging and meals: 

(A) The cost of the thrifty food plan 
for a household size that is equal to 
the number of boarders; or 

(B) The actual documented cost of 
providing room and meals, if the 
actual cost exceeds the appropriate 
thrifty food plan. If actual costs are 
used, only separate and identifiable 
costs of providing room and meals, to 
boarders shall be excluded. 

(iii) Deductible expenses. The net 
income from self-employment shall be 
added to other earned income and the 
20-percent earned income deduction 
shall be applied to the total. Shelter 
costs the household actually incurs, 
even if the boarder contributes to the 
household for part of the household’s 
shelter expenses, shall be computed to 
determine if the household will receive 
a shelter deduction. However, the shel- 
ter costs shall not include any shelter 
expenses paid directly by the boarder 
to a third party, such as to the land- 
lord or utility company. 

(2) Boarders as households. Boarders 
may be eligible as a food stamp house- 
hold in their own right, as long as 
they are not residents of a commercial 
boardinghouse. When determining the 
eligibility and benefit level of a 
boarder, the State agency shall deter- 
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mine the boarder’s shelter expenses by 
including any indentifiable shelter ex- 
penses paid by the boarder. If a single 
payment is made for both room and 
board, the amount of the payment 
which exceeds the thrifty food plan 
for the number of persons in the 
boarder’s household shall be consid- 
ered a shelter expense. The boarder 
receives no exclusion or deduction for 
the amount paid for board itself. 

(c) Treatment of income and re- 
sources of disqualified members. Indi- 
vidual household members may be dis- 
qualified for fraud or for failure to 
meet the student work registration re- 
quirements during the school year. 
During the period of time a household 
member is disqualified, the eligibility 
and benefit level of any remaining 
household members shall be deter- 
mined as follows: 

(1) Resources. The resources of the 
disqualified member shall continue to 
count in their entirety to the remain- 
ing households members; 

(2) Income. A pro rata share of the 
income of the disqualified member 
shall be counted as income to the re- 
maining members. This pro rata share 
is calculated by first subtracting the 
allowable exclusions from the disquali- 
fied member’s income and dividing the 
income evenly among the household 
members, including the disqualified 
member. All but the disqualified mem- 
ber’s share is counted as income to the 
remaining household members. 

(3) Deductible expenses. The 20-per- 
cent earned income deduction shall 
apply to the prorated income earned 
by the disqualified member which is 
attributed to the household. That por- 
tion of the household’s allowable shel- 
ter and dependent care expenses 
which are either paid by or billed to 
the disqualified member shall be divid- 
ed evenly among the household mem- 
bers, including the _ disqualified 
member. All but the disqualified mem- 
ber’s share is counted as a deductible 
shelter expense for the remaining 
household members. 

(4) Eligibility and benefit level. The 
disqualified member shall not be in- 
cluded when determining the house- 
hold’s size for purposes of assigning a 
benefit level to the household or for 
purposes of comparing the house- 
hold’s net monthly income with the 
income eligibility standards. 

(5) Reduction or termination of 
benefits within the _ certification 
period. Whenever an individual is dis- 
qualified within the household’s certi- 
fication period, the State agency shall 
determine the eligibility or ineligibil- 
ity of the remaining household mem- 
bers based, as much as possible, on in- 
formation in the case file and shall 
take the following action: 

(i) Student disqualification. If a 
household’s benefits are reduced or 


47913 


terminated within the certification 
period because one of its members is 
being disqualified for failure to meet 
the student work registration require- 
ment, the State agency shall issue a 
notice of adverse action which informs 
the household that one of its members 
is being disqualified, the reason for 
the disqualification, and the eligibility 
and benefit level of the remaining 
members. 

(ii) Fraud disqualification. If a 
household’s benefits are reduced or 
terminated within the certification 
period because one of its members has 
been disqualified for fraud, the State 
agency shall notify the remaining 
members of their eligibility and bene- 
fit level at the same time the disquali- 
fied member is notified of its disquali- 
fication. The household is not entitled 
to a notice of adverse action but may 
request a fair hearing to contest the 
reduction or termination of benefits. 

(d) Treatment of income and re- 
sources of other nonhousehold mem- 
bers. For those nonhousehold mem- 
bers that have not been disqualified, 
such as ineligible aliens or SSI recipi- 
ents in cash-out States, the income 
and resources of the nonhousehold 
member shall not be considered availa- 
ble to the household. Cash payments 
from the nonhousehold member to 
the household will be considered 
income under the normal income 
standards set in §273.9(b). Vendor 
payments, as defined in § 273.9(c)(1), 
shall be excluded as income. If the 
household shares deductible expenses 
with the nonhousehold member, only 
the amount actually paid or contribut- 
ed by the household shall be deducted 
as a household expense. If the pay- 
ments or contributions cannot be dif- 
ferentiated, the expenses shall be pro- 
rated evenly among persons actually 
paying or contributing to the expense 
and only to the household’s pro rata 
share deducted. 

(e) Residents of drug/alcoholic treat- 
ment and rehabilitation programs. (1) 
Narcotics addicts or alcoholics who 
regularly participate in FNS-author- 
ized drug or alcoholic treatment and 
rehabilitation programs on a resident 
basis may voluntarily apply for the 
food stamp program. Resident addicts 
and alcoholics shall have their eligibil- 
ity determined as a one-person house- 
hold. The State agency shall certify 
residents of addict/alcoholic treat- 
ment centers by using the same provi- 
sions that apply to all other applicant 
households except that certification 
must be accomplished through an au- 
thorized representative as described in 
§ 273.1(f£)(2). The guidelines for issuing 
FNS authorizations to these treatment 
centers are set forth in § 278.1(e). 

(2) Each treatment and rehabilita- 
tion center shall provide the State 
agency with a certified list of current- 
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ly participating residents. The State 
agency shall require the list on either 
a monthly or semimonthly basis. In 
addition, the State agency shall con- 
duct periodic random onsite visits to 
the center to assure the accuracy of 
the listings and that the State agen- 
cy’s records are consistent and up to 
date. 

(3) The following provisions apply to 
residents of treatment centers: 

(i) When expedited processing stand- 
ards as described in § 273.2(i) are nec- 
essary, eligibility for the initial appli- 
cation shall be processed on an expe- 
dited basis, and the State agency shall 
complete verification and docmumen- 
tation requirements prior to issuance 
of a second coupon allotment; 

(ii) When normal processing stand- 
ards apply, the State agency shall 
complete the verification and docu- 
mentation requirements. prior to 
making an eligibility determination 
for the initial application; 

(iii) The State agency shall process 
changes in household circumstances 
and recertifications by using the same 
standards that apply to all other food 
stamp households; and 

(iv) Resident households shall be af- 
forded the same rights to notices of 
adverse action, to fair hearings, and to 
entitlement to lost benefits as are all 
other food stamp households. 

(4) The treatment center shall 
notify the State agency, as provided in 
§ 273.12(a), of changes in the house- 
hold’s income or other household cir- 
cumstances and of when the addict or 
alcoholic leaves the treatment center. 
The treatment center shall return a 
household’s ATP or coupons received 
after the household has left the 
center. 

(5) The treatment center shall pro- 
vide resident addicts or alcoholics with 
their ID card and one-half of their 
monthly coupon allotment when the 
household leaves the treatment and 
rehabilitation program prior to the 
16th day of the month. Once the 
household leaves the _ treatment 
center, the center is no longer allowed 
to act as that household’s authorized 
representative. The center shall, if 
possible, provide the household with a 
change report form to report to the 
State agency the individual’s new ad- 
dress and other circumstances after 
leaving the center, and shall advise 
the household to return the form to 
the appropriate office of the State 
agency within 10 days. 

(6) The organization or institution 
shall be responsible for any misrepre- 
sentation or fraud which it knowingly 
commits in the certification of center 
residents. As an authorized represent- 
ative, the organization or institution 
must be knowledgeable about house- 
hold circumstances and should care- 
fully review those circumstances with 
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residents prior to applying on their 
behalf. The organization or institution 
shall be strictly liable for ail losses or 
misuse of food coupons held on behalf 
of resident households and for all 
Overissuances which occur while the 
households are residents of the treat- 
ment center. 

(7) The organization or institution 
may be penalized or disqualified, as de- 
scribed in § 278.6, if it is determined 
administratively or judicially that cou- 
pons were misappropriated or used for 
purchases that did not contribute to a 
certified household’s meals. The State 
agency shall promptly notify FNS 
when it has reason to believe that an 
organization or institution is misusing 
coupons in its possession. However, 
the State agency shall take no action 
prior to FNS action against the organi- 
zation or institution. The State agency 
shall establish a claim for overis- 
suances of food coupons held on 
behalf or resident clients as stipulated 
in paragraph (6) of this section if any 
overissuances are discovered during an 
investigation or hearing procedure for 
redemption violations. If FNS disquali- 
fies an organization or institution as 
an authorized retail food store, the 
State agency shall suspend its author- 
ized representative status for the same 
period. 

(f{) Households requesting replace- 
ment allotments.—(1) Stolen or de- 
stroyed coupons. A household may re- 
quest a replacement for that portion 
of its allotment which it had received 
but was subsequently destroyed in a 
household disaster such as fire or 
flood, or was subsequently stolen. To 
qualify for a replacement, the house- 
hold must sign a statement at the food 
stamp office attesting to the theft or 
destruction. If the coupons were 
stolen, the household must also report 
the theft to the local police and pro- 
vide to the State agency a copy of the 
police report or sufficient information 
to permit the State agency to verify 
that the theft was reported to the 
police. State agencies shall provide 
households qualifying for a replace- 
ment with an opportunity to obtain 
the replacement allotment within 5 
working days of the date the theft or 
destruction was reported to the State 
agency. The State agency shall not 
issue a replacement allotment to a 
household which reports that coupons 
were misplaced. 

(2) Improperly manufactured or mu- 
tilated coupons. State agencies shall 
provide a repfacement for coupons 
that were received by a household but 
were subsequently mutilated or subse- 
quently found to be improperly manu- 
factured. The amount to be replaced 
shall be equal to the value of the im- 
properly manufactured or mutilated 
coupons. If the State agency cannot 
determine the value of a mutilated 


coupon after exhausting all available 
means of determining the value within 
the State, the State agency shall send 
the mutilated coupon to FNS for a de- 
termination. State agencies shall not 
replace coupons which are mutilated 
to such a degree that less than three- 
fifths of the coupon is presented -by 
the household. 


§ 273.12 Reporting changes. 


(a) Household responsibility to 
report. (1) Certified households are re- 
quired to report the following changes 
in circumstances: 

(i) Changes in the sources of income 
or in the amount of gross monthly 
income of more than $25, except 
changes in the public assistance grant, 
or the general assistance grant in proj- 
ect areas where GA and food stamp 
cases are jointly processed in accord 
with § 273.2(j)(2). Since the State 
agency has prior knowledge of all 
changes in the public assistance grant 
and these general assistance grants, 
action shall be taken on the State 
agency information; 

(ii) All changes in household compo- 
sition, such as the addition or loss of a 
household member; 

(iii) Changes in residence and the re- 
sulting change in shelter costs; 

(iv) The acquisition of a licensed ve- 
hicle not fully excludable under 
§ 273.8(e); and 

(v) When cash on hand, stocks, 
bonds, and money in a bank account 
or savings institution reach or exceed 
a total of $1,750. 

(2) Households shall report changes 
within 10 days of the date the change 
becomes known to the household. Op- 
tional procedures for’ reporting 
changes are contained in § 273.12(f) 
for households in States with FNS-ap- 
proved forms for jointly reporting 
food stamp and public assistance 
changes and food stamp and general 
assistance changes. 

(3) State agencies shall not impose 
any food stamp reporting require- 
ments on households except as pro- 
vided in paragraph (a)(1) of this sec- 
tion. 

(b) Report form. (1) The State 
agency shall provide households with 
a form for reporting the changes re- 
quired in paragraph (a) of this section 
and shall pay the postage for the 
household to mail_in the report. All 
State agencies shall use the reporting 
form designed by FNS, unless FNS ap- 
proves a deviation or approves a joint 
food stamp/public assistance reporting 
form or food stamp/general assistance 
reporting form. Deviations shall be 
granted under the same conditions de- 
viations are granted for the applica- 
tion form, as specified in § 273.2(b). 
The reporting form shall, at a mini- 
mum, include the following: 
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(i) A space for the household to 
report whether the change shall con- 
tinue beyond the report month; 

(ii) The civil and criminal penalties 
for violations of the Act in 
understand <able terms and in promi- 
nent and boldface lettering; and 

ii) A reminder to the household of 
its right to claim actual utility costs if 
its costs exceed the standard. : 

(2) The reporting form may also in- 
clude the amount of gross income, 
itemized by household member, used 
to certify the household, and the 
source and frequency of the income. 

(3) Changes reported over the tele- 
phone or in persen by the household 
shall be acted on in the same manner 
as those reported on the change 
report form. 

(4) A change report form shall be 
provided to newly certified households 
at the time of certification, at recerti- 
fication if the household needs a new 
form; and a new form shall be sent to 
the household whenever a change 
report form is returned by the house- 
hold. A change report may be provided 
to households more often at the State 
agency’s option. 

(c) State agency action on changes. 
The State agency shall take prompt 
action on all changes to determine if 
the change affects the household’s eli- 
gibility or allotment. Even if there is 
no change in the allotment, the State 
agency shall document the reported 
change in the case file, provide an- 
other change report form to the 
household, and notify the household 
of the effect of the change, if any, on 
its benefits. The State agency shall 
also document the date a change is re- 
ported, which shall be the date the 
State agency receives a report form or 
is advised of the change over the tele- 
phone or by a personal visit. Restora- 
tion of lost benefits shall be provided 
to any household if the State agency 
fails to take action on a change which 
increases benefits within the time 
limits specified in paragraph (c)(1) of 
this section. 

(1) Increase in benefits. (i) For 
changes which result in an increase in 
a household’s benefits, other than 
changes described in (ii) below, the 
State agency shall make the change 
effective not later than the first allot- 
ment issued 10 days after the date the 
change was reported to the State 
agency. For example, a $30 decrease in 
income reported on the 15th of May 
would increase the household’s June 
allotment. If the same decrease. were 
reported on May 28, and the house- 
hold’s normal issuance cycle was on 
June 1, the household’s allotment 
would have to be increased by July. 

(ii) For changes which result in an 
increase in a household’s benefits due 
to the addition of a new household 
member who is not a member of an- 


RULES AND REGULATIONS 


other certified household, or due to a 
decrease of $50 or more in the house- 
hold’s gross monthly income, the 
State’ agency shall make the change 
effective not later than the first allot- 
ment issued 10 days after the date the 
change was reported. However, in no 
event shall these changes take effect 
any later than the month following 
the month in which the change is re- 
ported. Therefore, if the change is re- 
ported after the 20th of a month and 
it is too late for the State agency to 
adjust the following month’s allot- 
ment, the State agency shall issue a 
supplementary ATP or otherwise pro- 
vide an opportunity for the household 
to obtain the increase in benejiits by 
the 10th day of the following month, 
or the household’s normal issuance 
cycle in that month, whichever is 
later. For example, a household re- 
porting a $100 decrease in income at 
any time during May would have its 
June allotment increased. If the 
household reported the change after 
the 20th of May and it was too late for 
the State agency to adjust the ATP 
normally issued on June 1, the State 
agency would issue a supplementary 
ATP for the amount of the increase by 
June 10. 

(ili) Verification which is required by 
§ 273.2(f) must be obtained prior to the 
issuance of the second normal month- 
ly allotment after the change is re- 
ported. If the household does not pro- 
vide verification, the household’s 
benefits will revert to the original 
benefit level. In cases where the State 
agency has determined that a house- 
hold has refused to cooperate as de- 
fined in § 273.2(d), the State agency 
shall terminate the household’s eligi- 
bility. 

(2) Decreases in benefits. If the 
household’s benefit level decreases or 
the household becomes ineligible as a 
result of the change, the State agency 
shall issue a notice of adverse action 
within 10 days of the date the change 
was reported. The decrease in the 
benefit level shall be made effective 
not later than the allotment for the 
month following the month in which 
the notice of adverse action period has 
expired, provided a fair hearing and 
continuation of benefits have not been 
requested. Verification which is re- 
quired by § 273.2(f) must be obtained 
prior to recertification. 

(d) Failure to report. If the State 
agency discovers that the household 
failed to report a change as required 
by paragraph (a) of this section and, 
as a result, received benefits to which 
it was not entitled, the State agency 
shall file a claim against the house- 
hold in accordance with § 273.18. If the 
discovery is made within the certifica- 
tion period, the household is entitled 
to a notice of adverse action if the 
household’s benefits are reduced. A 
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household shall not. be held liable for 
a claim because of a change in house- 
hold circumstances which it is not re- 
quired to report in accordance with 
§ 273.12(a)(1). Individuals shall not be 
disqualified for failing to report a 
change, unless the individual is dis- 
qualified in accordance with the fraud 
disqualification procedures specified in 
§ 273.16. 

(e) Mass changes. Certain changes 
are initiated by the State or Federal 
government which may affect the 
entire caseload or significant portions 
of the caseload. These changes include 
annual adjustments to the net income 
eligibility standards and the shelter/ 
dependent care deduction; semiannual 
adjustments to the thrifty food plan 
and standard deduction; annual and 
seasonal adjustments to the State’s 
utility standard; periodic cost of living 
adjustments to social security, SSI, 
and other Federal benefits; periodic 
adjustments to AFDC or GA pay- 
ments; and other changes in the eligi- 
bility criteria based on legislative or 
regulatory actions. 

(1) Federal adjustments to eligibility 
standards, allotments, and deductions, 
State adjustments to utility standards. 
(i) These adjustments shall go into 
effect for all households at a specific 
point in time. Semiannual adjustments 
to the thrifty food plan and the stand- 
ard deduction shall be effective for all 
issuances in January and July. Annual 
adjustments to the shelter/dependent 
care deduction and the eligibility 
standards shall be effective for all 
July issuances. State agencies may 
wish to consider timing the annual ad- 
justments of their utility standards to 
coincide with the Federal shelter de- 
duction adjustment. 

(ii) Although a notice of adverse 
action is not required, State agencies 
may send an individual notice to 
households of these changes. State 
agencies shall publicize these mass 
changes through the news media; 
posters in certification offices, issu- 
ance locations, or other sites frequent- 
ed by certified households; or general 
notices mailed to households. House- 
holds whose certification periods over- 
lap a seasonal variation in the utility 
standard shall be advised at the time 
of initial certification of when the ad- 
justment will occur and what the vari- 
ation in the benefit level will be, if 
known. 

(2) Mass changes in public assist- 
ance. (i) When the State agency 
makes an overall adjustment to public 
assistance payments, corresponding 
adjustments in households’ food 
stamp benefits shall be handled as a 
mass change. When the State agency 
has at least 30 days’ advance knowl- 
edge of the amount of the public as- 
sistance adjustment, the State agency 
shall recompute food stamp benefits 
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to be effective in the same month as 
the public assistance change. If the 
State agency does not have sufficient 
notice, the food stamp change shall be 
effective not later than the month fol- 
lowing the month in which the public 
assistance change was made. 

(ii) A notice of adverse action is not 
required when a _ household’s food 
stamp benefits are reduced or termi- 
nated as a result of a mass change in 
the public assistance grant. However, 
State agencies shall send individual 
notices to households to inform them 
of the change. If a household requests 
a fair hearing, benefits shall be contin- 
ued at the former level only if the 
issue being appealed is that food 
stamp eligibility or benefits were im- 
properly computed. 

(iii) State agencies which also ad- 
minister a general assistance program 
shall handle mass adjustments to GA 
payments in the same manner as 
public assistance adjustments. Howev- 
er, where State agencies do not admin- 
ister both programs, mass changes in 
GA payments will be handled accord- 
ing to procedures in paragraph (3) of 
this section. 

(3) Mass changes in Federal benefits. 
State agencies which have the capabil- 
ity shall treat cost-of-living increases 
and other mass changes in Federal 
benefits, such as social security and 
SSI payments, as a mass change in ac- 
cordance with the procedures in para- 
graph (2) of this section. A State 
agency is capable of treating these 
changes as a mass change if the State 
agency’s computer system can identify 
by social security number individual 
household members receiving social 
security or SSI payments and the 
amount of these payments; and the 
computer system can extract the new 
income data from BENDEX and SDX 
for each recipient of social security or 
SSI payments. In States which do not 
have the capability, households are re- 
sponsible for reporting changes in 
Federal benefits if required to do so by 
paragraph (a) of this section. If mass 
change procedures are not used, indi- 
vidual advance notices of adverse 
action shall be required according to 
§ 273.13. 

(4) Mass changes resulting from im- 
plementation of the Food Stamp Act of 
1977. State agencies shall send an indi- 
vidual notice of adverse action to each 
household that receives a reduction or 
termination in benefits during its cer- 
tification period due to these regula- 
tions. The notice of adverse action 
shall explain to the household that 
the change is the result of changes in 
Federal law and that although the 
household has the right to request a 
fair hearing, benefits will be continued 
pending the fair hearing only if the 
household believes its eligibility or 
benefit level was computed incorrectly 
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under the new law, or that the new 
law is being misapplied or misinter- 
preted. 

(f) PA and GA households. (1) 
Except as provided in paragraph (2) of 
this section, PA households have the 
same reporting requirements as any 
other food stamp household, and shall 
use the food stamp change report 
form, unless a similar form used in the 
PA program is approved by FNS for 
this purpose. PA households which 
report a change in circumstances to 
the PA worker shall be considered to 
have reported the change for food 
stamp purposes. All of the require- 
ments pertaining to reporting changes 
for PA households shall be applied to 
GA households in project areas where 
GA and food stamp cases are pro- 
cessed jointly in accordance with the 
provisions of § 273.2(j)(2). 

(2) Gi) With FNS approval State 
agencies may use a joint change re- 
porting form that can be used by 
households to report changes for both 
PA and food stamp purposes. The 
State may use the joint form for all 
food stamp households or limit its use 
to food stamp households receiving PA 
benefits. However, use of the joint 
forms designed for PA reporting sys- 
tems described in paragraph (2)ii) of 
this section shall be limited to food 
stamp households in which some or all 
members are receiving PA benefits. 
Whenever a joint change reporting 
form is used, the State agency shall 
insure that adjustments are made in a 
household’s eligibility status or allot- 
ment only for those months in which 
the reported change is anticipated to 
remain in effect. 

(ii) State agencies may, with prior 
FNS approval, combine the use of a 
joint PA/food stamp change reporting 
form with a PA reporting system that 
demands the regular submission of re- 
ports, such as a monthly reporting 
system. The State agency shall insure 
that the following requirements are 
met: 

(A) Households shall not have their 
eligibility or allotment changed 
merely because they fail to submit one 
or more of the system’s regular re- 
ports. If a household’s PA benefits are 
terminated due to the household’s 
failure to submit a report, the State 
agency shall follow the procedures in 
paragraph (5) of this section. 

(B) Households shall be considered 
to have timely reported changes if 
they are complying with the reporting 
standards of the State agency’s report- 
ing system. 

(C) State agencies shall not restrict 
households to reporting changes only 
through the reporting system. House- 
holds shall be allowed to _ report 
changes through the _ system, in 
person, or by telephone. 


(D) State agencies shall act on all 
changes reported through the report- 
ing system in accordance with the pro- 
cessing standards in paragraph (c) of 
this section. The State agency shall 
insure that adjustments are made in a 
household’s eligibility or allotment 
only for those months in which the re- 
ported change is anticipated to remain 
in effect. 

(3) Households shall “be notified 
whenever their benefits are altered as 
a result of changes in the PA benefits 
or whenever the food stamp certifica- 
tion period is shortened to reflect 
changes in the household’s circum- 
stances. If the certification period is 
shortened, the household’s certifica- 
tion period shall not end any earlier 
than the month following the month 
in which the State agency determines 
that the certification period should be 
shortened, allowing adequate time for 
the State agency to send a notice of 
expiration and for the household to 
timely reapply. If the PA benefits are 
terminated but the household is still 
eligible for food stamp benefits, mem- 
bers of the household shall be advised 
of food stamp work registration re- 
quirements, if applicable, as their WIN 
registration exemption no longer ap- 
plies. 

(4) Whenever a change results in the 
reduction or termination of a house- 
hold’s PA benefits within its food 
stamp certification period, and the 
State agency has sufficient informa- 
tion to determine how the change af- 
fects the household’s food stamp eligi- 
bility and benefit level, the State 
agency shall take the following ac- 
tions: 

(i) If a change in household circum- 
stances requires both a reduction or 
termination in the PA payment and a 
reduction or termination in food 
stamp benefits, the State agency shall 
issue a single notice of adverse action 
for both the PA and food stamp ac- 
tions. If the household requests a fair 
hearing within the period provided by 
the notice of adverse action, the 
household’s food stamp benefits shall 
be continued on the basis authorized 
immediately prior to sending the 
notice. If the fair hearing is requested 
for both programs’ benefits, the hear- 
ing shall be conducted according to PA 
procedures and timeliness standards. 
However, the household must reapply 
for food stamp benefits if the food 
stamp certification period expires 
before the fair hearing process is com- 
pleted. If the household does not 
appeal, the change shall be made ef- 
fective in accordance with the proce- 
dures specified in paragraph (c) of this 
section. 

(ii) If the household’s food stamp 
benefits will be increased as a result of 
the reduction or termination of PA 
benefits, the State agency shall issue 
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the PA notice of adverse action, but 
shall not take any action to increase 
the household’s food stamp benefits 
until the household decides whether it 
will appeal the adverse action. If the 
household decides to appeal and its 
PA benefits are continued, the house- 
hold’s food stamp benefits shall con- 
tinue at the previous basis. If the 
household does not appeal, the State 
agency shall make the change effec- 
tive in accordance with the procedures 
specified in paragraph (c) of this sec- 
tion, except that the time limits for 
the State agency to act on changes 
which increase a household’s benefits 
shall be calculated from the date the 
PA notice of adverse action period ex- 
pires. 

(5) Whenever a change results in the 
termination of a household’s PA bene- 
fits within its food stamp certification 
period, and the State agency does not 
have sufficient information to deter- 
mine how the change affects the 
household’s food stamp eligibility and 
benefit level (such as when an absent 
parent returns to a household, render- 
ing the household categorically ineligi- 
ble for public assistance, and the State 
agency does not have any information 
on the income of the new household 
member), the State agency shall not 
terminate the household’s food stamp 
benefits but shall instead take the fol- 
lowing action: 

(i) Where a PA notice of adverse 
action has been sent, the State agency 
shall wait until the household’s notice 
of adverse action period expires or 
until the household requests a fair 
hearing, whichever occurs first. If the 
household requests a fair hearing and 
its PA benefits are continued pending 
the appeal, the household’s food 
stamp benefits shall be continued at 
the same basis. 

(ii) If a PA notice of adverse action 
is not required, or the household de- 
cides not to request a fair hearing and 
continuation of its PA benefits, the 
State agency shall send the household 
a notice of expiration which informs 
the household that its certification 
period will expire at the end of the 
month following the month the notice 
of expiration is sent and that it must 
reapply if it wishes to continue to par- 
ticipate. The notice of expiration shall 
also explain to the household that its 
certification period is expiring because 
of changes in its circumstances which 
may affect its food stamp eligibility 
and benefit level. 


§ 273.13 Notice of adverse action. 


(a) Use of notice. Prior to any action 
to reduce or terminate a household’s 
benefits within the certification 
period, the State agency shall, except 
as provided in paragraph (b) of this 
section, provide the household timely 
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and adequate advance notice before 
the adverse action is taken. 

(1) The notice of adverse action shall 
be considered timely if the advance 
notice period conforms to that period 


of time defined by the State agency as 


an adequate notice period for its 
public assistance caseload, provided 
that the period includes at least 10 
days from the date the notice is 
mailed to the date upon which the 
action becomes effective. Also, if the 
adverse notice period ends on a week- 
end or holiday, and a request for a fair 
hearing and continuation of benefits is 
received the day after the weekend or 
holiday, the State agency shall consid- 
er the request timely received. 

(2) All State agencies shall use a 
notice of adverse action form designed 
by FNS. FNS may approve deviations 
from that form under the same condi- 
tions deviations are granted for the 
application form, as_ specified in 
§ 273.2(b). The notice of adverse action 
shall be considered adequate if it ex- 
plains in easily understandable lan- 
guage: The proposed action; the 
reason for the proposed action; the 
household’s right to request a fair 
hearing; the telephone number and, if 
possible, the name of the person to 
contact for additional information; the 
availability of continued benefits; and 
the liability of the household for any 
overissuances received while awaiting 
a fair hearing if the hearing official’s 
decision is adverse to the household. If 
there is an individual or organization 
available that provides free legal rep- 
resentation, the notice shall also 
advise the household of the availabil- 
ity of the service. 

(b) Exemptions from notice. Individ- 
ual notices of adverse action are not 
required when: 

(1) The State initiates a mass change 
as described in § 273.12(e). 

(2) The State agency determines, 
based on reliable information, that all 
members of a household have died. 

(3) The State agency determines, 
based on reliable information, that the 
household has moved from the project 
area. 

(4) The household has been receiv- 
ing an increased allotment to restore 
lost benefits, the restoration is com- 
plete, and the household was previous- 
ly notified in writing of when the in- 
creased allotment would terminate. 

(5) The household’s allotment varies 
from month to month within the certi- 
fication period to take into account 
changes which were anticipated at the 
time of certification, and the house- 
hold was so notified at the time of cer- 
tification. 

(6) The household jointly applied 
for PA/GA and food stamp benefits 
and has been receiving food stamp 
benefits pending the approval of the 
PA/GA grant and was notified at the 
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time of certification that food stamp 
benefits would be reduced upon ap- 
proval of the PA/GA grant. 

(7) A household member is disquali- 
fied for fraud, in accordance with 
§ 273.16, or the benefits of the remain- 
ing household members are reduced or 
terminated to reflect the disqualifica- 
tion of that household member. The 
notice requirements for individuals or 
households affected by fraud disquali- 
fications are explained in § 273.16. 

(8) The household contains a 
member subject to a lockout-or strike 
and signs a waiver of its right to notice 
of adverse action for purposes of re- 
ceiving a longer certification period 
than is otherwise allowed for such 
households. 

(9) The State agency has elected to 
assign a longer certification period to 
a household certified on an expedited 
basis and for whom verification was 
postponed, provided the household 
has received written notice that the 
receipt of benefits beyond the month 
of application is contingent on its pro- 
viding the verification which was ini- 
tially postponed and that the State 
agency may act on the verified infor- 
mation without further notice as pro- 
vided in § 273.2(i)(4). 


§ 273.14 Recertification. 


(a) Action on applications for recer- 
tification. The State agency shall 
complete the application process and 
approve or deny timely applications 
for recertification prior to the end of 
the household’s current certification 
period and _ shall provide eligible 
households with an opportunity to 
participate by the household’s normal 
issuance cycle in the month following 
receipt of a timely application. The 
State agency shall not continue bene- 
fits to the household beyond the end 
of the certification period unless the 
household has been recertified. The 
joint processing requirements’ in 
§ 273.2(j) for PA and GA households 
shall continue to apply to applications 
for recertification. 

(b) Notice of expiration. (1) The 
State agency shall provide each house- 
hold with a notice of the expiration of 
its certification just prior to or at the 
start of the last month of the house- 
hold’s certification period with the ex- 
ception of PA and GA households 
whose applications were jointly pro- 
cessed for food stamps and PA or GA 
benefits in accordance with § 273.2(j). 
These PA and GA households need 
not receive notices of expiration if 
they are recertified for food stamps at 
the same time as their PA or GA rede- 
termination, provided the redetermi- 
nation occurs prior to the last month 
of their food stamp certification 
period as assigned in § 273.10(f)(2). 

(2) Households that must receive a 
notice of expiration shall receive it not 
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earlier than 15 days prior to, nor later 
than the first day of, the household’s 
last month of certification. If it is im- 
possible for the State agency to pro- 
vide the notice of expiration by the 
first day of the last month of the 
household’s certification period be- 
cause the household is certified for 1 
month or because the household was 
initially certified for 2 months during 
‘the month following the month of ap- 
plication, the notice of expiration 
shall be provided at the time of certifi- 
cation. 

(3) The notice of expiration shall 
contain the date the current certifica- 
tion period ends: The date by which 
the household must file an application 
to receive uninterrupted benefits; the 
household’s right to request an appli- 


cation and have the State agency 


accept an application as long as it is 
signed and contains a legible name and 
address; the address of the office 
where the application must be filed; 
the consequences of failure to comply 
with the notice of expiration; the 
household’s right to file the applica- 
tion by mail or through an authorized 
representative; and the household’s 
right to a fair hearing if the State 
agency refuses to accept as good cause 
the household’s reasons for failure to 
comply with the notice of expiration. 
Each State agency shall use the notice 
of expiration designed by FNS unless 
FNS approves a deviation. Deviations 
shall be granted under the same condi- 
tions deviations from the application 
form are granted in § 273.2(b). The 
State agency is encouraged to include 
an application form with the notice of 
expiration and/or an appointment for 
an interview. Regardless of when the 
interview date is assigned, the house- 
hold has timely applied if the applica- 
tion is received by the 15th day of the 
last month of certification. 

(4) Households provided a notice of 
expiration at the time of certification, 
in accordance with paragraph (b)(2) of 
this section, shall have i5 days from 
the date the notice is received to file a 
timely application for recertification. 
All other households which submit 
identifiable applications by the 15th 
day of the last month of the certifica- 
tion period shall be considered to have 
made a timely application for recertifi- 
cation. To aid the State agency in de- 
termining if adequate time has been 
permitted, the State agency shall use 
the postmark on the notice of expira- 
tion, plus 2 days for mailing time. In 
cases of dispute, the household may 
demonstrate that the notice of expira- 
tion was not, in fact, received in a 
timely manner. : 

(c) State action on timely reapplica- 
tions. The State agency shali act on 
timely reapplications to provide unin- 
terrupted benefits to households de- 
termined eligible. The State agency 


RULES AND REGULATIONS 


shall not require households receiving 
notices of expiration to appear for an 
interview before the last month of 
their current certification periods. 
However, the State agency may sched- 
ule an interview prior to the last 
month of the certification period or 
prior to the date the application is 
timely filed, provided the household is 
not denied for failing or refusing to 
appear for the interview. The State 
agency shall schedule an interview on 
or after the date the application was 
timely filed if an interview has not 
been previously scheduled or the 
household has. failed or refused to 
appear for any interviews scheduled 
prior to the date the application was 
timely filed. A household which fails 
without good cause to appear for an 
interview scheduled after the applica- 
tion is timely filed shall lose its right 
to uninterrupted benefits, but shail 
not be denied at that point unless it 
has refused to cooperate. State agen- 
cies shall take action on timely reap- 
plications within the following time 
standards, even if, to meet these 
standards, the State agency must pro- 
vide an opportunity to participate out- 
side of the normal issuance system: 

(1) Households that were provided a 
notice of expiration at the time of cer- 
tification and have timely reapplied 
shail be notified of their eligibility or 
ineligibility and provided an opportu- 
nity to participate, if eligible, not later 
than 30 days aiter the date the house- 
hold had an opportunity to obtain its 
last allotment. 

(2) For those households that have 
filed an application by the 15th of the 
last month of their certification 
period, the State agency shall approve 
or deny the application and notify the 
household of its determination by the 
end of the current certification period. 
In addition, for househoids deter- 
mined eligible, the State agency shall 
provide an opportunity to participate 
by the household’s normal issuance 
cycle in the month following receipt of 
the timely reapplication even if the 
State agency must provide an opportu- 
nity to participate outside of the 
normal issuance system. Households 
which have timely reapplied, but due 
to State agency error are not deter- 
mined eligible in sufficient time to 
provide for issuance in the household’s 
normal issuance cycle for the foilow- 
ing month, shall receive an immediate 
opportunity to participate upon being 
determined eligible, even if the State 
agency must provide an opportunity to 
participate outside of the normal issu- 
ance system. 

(d) State agency failure to act. State 
agency failure to provide eligible 
households which filed a timely appli- 
cation for recertification with an op- 
portunity to participate in accordance 
with the above provisions shall be con- 


sidered an administrative error. These 
households shall be entitled to resto- 
ration of lost benefits if, as a result of 
such error, the household was unable 
to participate for the month following 
the expiration of the certification 
period. 

(e) Failure to submit a timely reap- 
plication. A household which fails 
without good cause to submit a timely 
application for recertification, or to 
appear for an interview scheduled 
after the household timely filed its ap- 
plication for recertification, shall lose 
its right to uninterrupted benefits. 
Households which refuse to cooperate 
in providing required information 
shall be denied. Any application not 
submitted in a timely manner shall be 
treated as an application for initial 
certification, except that for applica- 
tions received within 30 days after the 
certification period expires, previously 
verified income or actual utility ex- 
penses need not be verified if the 
source has not changed and the 
amount has changed by $25 or less. 

(f) Good cause for failure to timely 
reapply. If the State agency deter- 
mines that the household’s failure to 
make timely application, or to other- 
wise complete the certification process 
in a timely manner, was for good 
cause, the household shall be entitled 
to restoration of lost benefits, if as a 
result of its failure, the household was 
unable to participate in the month fol- 
lowing the expiration of its certifica- 
tion period. The determination of 
good cause shall be made on a case by 
case basis, and shall include, but not 
be limited to, failure to receive timely 
notice of expiration or personal illness. 


§ 273.15 Fair hearings. 


(a) Availability of hearings. Each 
State agency shall provide a fair hear- 
ing to any household aggrieved by any 
action of the State agency which af- 
fects the participation of the. house- 
hold in the Program. 

(b) Hearing system. Each State 
agency shall provide for either a fair 
hearing at the State level or for a 
hearing at the local level which per- 
mits the household to further appeal a 
local decision to a State level fair 
hearing. State agencies may adopt 
local level hearings in some project 
areas and maintain only State level 
hearings in other project areas. 

(c) Timely action on hearings.—(1) 
State level hearings. Within 60 days of 
receipt of a request for a fair hearing, 
the State agency shall assure that the 
hearing is ~conducted, a decision is 
reached, and the household and local 
agency are notified of the decision. 
Decisions which result in an increase 
in household benefits shall be reflect- 
ed in the coupon allotment within 10 
days of the receipt of the hearing deci- 
sion even if the State agency must 
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provide a supplementary ATP or oth- 
erwise provide the household with an 
opportunity to obtain the allotment 
outside of the normal issuance cycle. 
However, the State agency may take 
longer than 10 days if it elects to make 
the decision effective in the house- 
hold’s normal issuance cycle, provided 
that the issuance will occur within 60 
days from the household’s request for 
the hearing. Decisions which result in 
a decrease in household benefits shall 
be reflected in the next scheduled is- 
suance following receipt of the hear- 
ing decision. 

(2) Local level hearings. Within 45 
days of receipt of a request for a fair 
hearing, the State agency shail assure 
that the hearing is conducted, and 
that a decision is reached and reflect- 
ed in the coupon allotment. 

(3) Appeals of local level decisions. 
Within 45 days of receipt of any re- 
quest for a State level review of a deci- 
sion or for a new State level hearing, 
the State agency shall assure that the 
review or the new hearing is conduct- 
ed, and that a decision is reached and 
reflected in the coupon allotment. 

(4) Household requests for postpone- 
ment. The household may request and 
is entitled to receive a postponement 
of the scheduled hearing. The post- 
“ponement shall not exceed 30 days 
and the time limit for action on the 
decision may be extended for as many 
days as the hearing is postponed. For 
example, if a State level hearing is 
postponed by the household for 10 
days, notification of the hearing deci- 
sion will be required within 70 days 
from the date of the request for a 
hearing. 

(d) Agency conferences. (1) The State 
agency shall offer agency conferences 
to households which wish to contest a 
denial of expedited service under the 
procedures in §273.2(i). The State 
agency may also offer agency confer- 
ences to households adversely affected 
by an agency action. The State agency 
shall advise households that use of an 
agency conference is optional and that 
it shall in no way delay or replace the 
fair hearing process. The agency con- 
ferences may be attended by the eligi- 
bility worker responsible for the 
agency action, and shall be attended 
by an eligibility supervisor and/or the 
agency director, and by the household 
and/or its representative. An agency 
conference may lead to an informal 
resolution of the dispute. However, a 
fair hearing must still be held unless 
the household makes a written with- 
drawal of its request for a hearing. 

(2) An agency conference for house- 
holds contesting a denial of expedited 
service shall be scheduled within 2 
working days, unless the household re- 
quests that it be scheduled later or 
states that it does not wish to have an 
agency conference. 
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(e) Consolidated hearings. State 
agencies may respond to a series of in- 
dividual requests for hearings by con- 
duction a single group hearing. State 
agencies “may consolidate only cases 
where individual issues of fact are not 
disputed and where related issues of 
State and/or Federal law, regulation 
or policy are the sole issues being 
raised. In all group hearings, the regu- 
lations governing individual hearings 
must be followed. Each individual 
household shall be permitted to pres- 
ent its own case or have its case pre- 
sented by a representative. 

(f) Notification of right to request 
hearing. At the time of application, 
each household shall be informed in 
writing of its right to a hearing, of the 
method by which a hearing may be re- 
quested, and that its case may be pre- 
sented by a household member or a 
representative, such as a legal counsel, 
a relative, a friend or other spokesper- 
son. In addition, at any time the 
household expresses to the State 
agency that it disagrees with a State 
agency action, it shall be reminded of 
the right to request a fair hearing. If 
there is an individual or organization 
available that provides free legal rep- 
resentation, the household shail also 
be informed of the availability of that 
service. 

(g) Time period for requesting hear- 
ing. A household shall be allowed to 
request a hearing on any action by the 
State agency or loss of benefits which 
occurred in the prior 90 days. In addi- 
tion, at any time within a certification 
period a household may request a fair 
hearing to dispute its current level of 
benefits. 

(h) Request for hearing. A request 
for a hearing is defined as a clear ex- 
pression, oral or written, by the house- 
hold or its representative to the effect 
that it wishes to appeal a decision or 
that an opportunity to present its case 
to a higher authority is desired. If it is 
unclear from the household’s request 
what action it wishes to appeal, the 
State agency may request the house- 
hold to clarify its grievance. The free- 
dom to make a request for a hearing 
shall not be limited or interfered with 
in any way. 

(i) State agency responsibilities on 
hearing requests. (1) Upon request, the 
State agency shall make available 
without charge the specific materials 
necessary for a household or its repre- 
sentative to determine whether a 
hearing should be requested or to pre- 
pare for a hearing. If the individual 
making the request speaks a language 
other than English and the State 
agency is required by § 272.4(c)(3) to 
provide bilingual staff or interpreters 
who speak the appropriate language, 
the State agency shall insure that the 
hearing procedures are verbally ex- 
plained in that language. Upon re- 
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quest, the State agency shall also help 
a household with its hearing request. 
If a household makes an oral request 
for a hearing, the State agency shall 
complete the procedures necessary to 
start the hearing process. Households 
shall be advised of any legal services 
available that can provide representa- 
tion at the hearing. 

(2) The State agency shall expedite 
hearing requests from households, 
such as migrant farmworkers, that 
plan to move from the jurisdiction of 
the hearing official before the hearing 
decision would normally be reached. 
Hearing requests from these house- 
holds shall be processed faster than 
others if necessary to-enable them to 
receive a decision before they leave 
the area. 

(3) The State agency shall publish 
clearly written uniform rules of proce- 
dure that conform to these regulations 
and shall make the rules available to 
any interested party. At a minimum, 
the uniform rules of procedure shall 
include the time limits for hearing re- 
quests as specified in paragraph (g) of 
this section, advance notification re- 
quirements as specified in paragraph 
(1) of this section, hearing timeliness 
standards as specified in paragraph (c) 
of this secton, and the rights and re- 
sponsibilities of persons requesting a: 
hearing as specified in paragraph (p) 
of this section. 

(j) Denial or dismissal of request for 
hearing. The State agency shall not 
deny or dismiss a request for a hearing 
unless: 

(1) The request is not received 
within the time period specified in 
paragraph (g) of this section; 

(2) The request is withdrawn in writ- 
ing by the household or its representa- 
tive; or 

(3) The household or its representa- 
tive fails, without good cause, to 
appear at the scheduled hearing. 

(Kk) Continuation of benefits. (1) If a 
household requests a fair hearing 
within the period provided by the 
notice of adverse action, as set forth in 
§ 273.13, and its certification period 
has not expired, the household’s par- 
ticipation in the program shall be con- 
tinued on the basis authorized imme- 
diately prior to the notice of adverse 
action, unless the household specifi- 
cally waives continuation of benefits. 
The form for requesting a fair hearing 
shall contain space for the household 
to indicate whether or not continued 
benefits are requested. If the form 
does not positively indicate that the 
household has waived continuation of 
benefits, the State agency shall 
assume that continuation of benefits 
is desired and the benefits shall be 
issued accordingly. If the State agency 
action is upheld by the hearing deci- 
sion, a claim against the household 
shall be established for all overis- 
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suances. If a hearing request is not 
made within the period provided by 
the notice of adverse action, benefits 
shall be reduced or terminated as pro- 
vided in the notice. However, if the 
household establishes that its failure 
to make the request within the ad- 
vance notice period was for good 
cause, the State agency shall reinstate 
the benefits to the prior basis. When 
benefits are reduced or terminated due 
to a mass change, participation on the 
prior basis shall be reinstated only if 
the issue being contested is that food 
stamp eligibility or benefits were im- 
properly computed or that Federal law 
or regulation is being misapplied or 
misinterpreted by the State agency. 

(2) Once continued or reinstated, 
benefits shall not be reduced or termi- 
nated prior to the receipt of the offi- 
cial hearing decision unless: 

(i) The certification period expires. 
The household may reapply and may 
be determined eligible for a new certi- 
fication period with a benefit amount 
as determined by the State agency; 

(ii) The hearing official makes a pre- 
liminary determination, in writing and 
at the hearing, that the sole issue is 
one of Federal law or regulation and 
that the household’s claim that the 
State agency improperly computed the 
benefits or misinterpreted or misap- 
plied such law or regulation is invalid; 

(iii) A change affecting the house- 
hold’s eligibility or basis of issuance 
occurs while the hearing decision is 
pending and the household fails to re- 
quest a hearing after the subsequent 
notice of adverse action; or 

(iv) A mass change affecting the 
household’s eligibility br basis of issu- 
ance occurs while the hearing, decision 
is pending. 

(3) The State agency shall promptly 
inform the household in writing if 
benefits are reduced or terminated 
pending the hearing decision. 

(1) Notification of time and place of 
hearing. The time, date, and place of 
the hearing shall be arranged so that 
the hearing is accessible to the house- 
hold. At least 10 days prior to the 
hearing, advance written notice shall 
be provided to all parties involved to 
permit adequate preparation of the 
case. However, the household may re- 
quest less advance notice to expedite 
the scheduling of the hearing. The 
notice shall: 

(1) Advise the household or its rep- 
resentative of the name, address, and 
phone number of the person to notify 
in the event it is not possible for the 
household to attend the scheduled 
hearing. 

(2) Specify that the State agency 
will dismiss the hearing request if the 
household or its representative fails to 
appear for the hearing without good 
cause. 
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(3) Include the State agency hearing 
procedures and any other information 
that would provide the household 
with an understanding of the proceed- 
ings and that would contribute to the 
effective presentation of the house- 
hold’s case. 

(4) Explain that the household or 
representative may examine the case 
file prior to the hearing. 

(m) Hearing official. Hearings shall 
be conducted by an_ impartial 
official(s) who: Does not have any per- 
sonal stake or involvement in the case; 
was not directly involved in the initial 
determination of the action which is 
being contested; and was not the im- 
mediate supervisor of the eligibility 
worker who took the action. State 
level hearings shall be conducted by 
State level personnel and shall not be 
conducted by local level personnel. 

(1) Designation of hearing official. 
The hearing official shall be: 

(i) An employee of the State agency; 

(ii) An individual under contract 
with the State agency; 

(iii) An employee of another public 
agency designated by the State agency 
to conduct hearings; 

(iv) A member or official of a statu- 
tory board or other legal entity desig- 
nated by the State agency to conduct 
hearings; or 

(v) An executive officer of the State 
agency, a panel of officials of the 
State agency or a person or persons 
expressly appointed to conduct State 
level hearings or to review State and/ 
or locai level hearing decisions. 

(2) Power and duties. The hearing 
official shall: 

(i) Administer oaths or affirmations 
if required by the State; 

(ii) Insure that all relevant issues are 
considered; 

(iii) Request, receive and make part 
of the record all evidence determined 
necessary to decide the issues being 
raised; 

(iv) Regulate the conduct and course 
of the hearing consistent with due 
process to insure an orderly hearing; 

(v) Order, where relevant and useful, 
an independent medical assessment or 
professional evaluation from a source 
mutually satisfactory to the house- 
hold and the State agency; 

(vi) Provide a hearing record and 
recommendation for final decision by 
the hearing authority; or, if the hear- 
ing official is the hearing authority, 
render a hearing decision in the name 
of the State agency, in accordance 
with paragraph (q) of this section, 
which will resolve the dispute. 

(n) Hearing authority. The hearing 
authority shall be the person designat- 
ed to render the final administrative 
decision in a hearing. The same person 
may act as both the hearing official 
and the hearing authority. The hear- 
ing authority shall be subject to the 


requirements specified in paragraph 
(m) of this section. . 

(0) Attendance at hearing. The hear- 
ing shall be attended by a representa- 
tive of the State agency and by the 
household and/or its representative. 
The hearing may also be attended by 
friends or relatives of the household if 
the household so chooses. The hearing 
official shall have the authority to 
limit the number of persons in attend- 
ance at the hearing if space limita- 
tions exist. 

(p) Household rights during hearing. 
The household may not be familiar 
with.the rules ‘of order and it may be 
necessary to make particular efforts to 
arrive at the facts of the case in a way 
that makes the household feel most at 
ease. The household or its representa- 
tive must be given adequate opportu- 
nity to: 

(1) Examine all documents and rec- 
ords to be used at the hearing at a rea- 
sonable time before the date of the 
hearing as well as during the hearing. 
The contents of the case file including 
the application form and documents 
of verification used by the State 
agency to establish the household’s in- 
eligibility or eligibility and allotment 
shall be made available, provided that 
confidential information, such as the 
names of individuals who have dis- 
closed information about the house- 
hold without its knowledge or the 
nature or status of pending criminal 
prosecutions, is protected from re- 
lease. If requested by the household or 
its representative, the State agency 
shall provide a free copy of the por- 
tions of the case file that are relevant 
to the hearing. Confidential informa- 
tion that is protected from release and 
other documents or records which the 
household will not otherwise have an 
opportunity to contest or challenge 
shall not be introduced at the hearing 
or affect the hearing official’s deci- 
sion. 

(2) Present the case or have it pre- 
sented by a legal counsel or other 
person. 

(3) Bring witnesses. 

(4) Advance arguments without 
undue interference. 

(5) Question or refute any testimony 
or evidence, including an opportunity 
to confront and cross-examine adverse 
witnesses. 

(6) Submit evidence to establish all 
pertinent facts and circumstances in 
the case. 

(q) Hearing decisions. (1) Decisions 
of the hearing authority shall comply 
with Federal law and regulations and 
shall be based on the hearing record. 
The verbatim transcript or recording 
of testimony and exhibits, or an offi- 
cial report containing the substance of 
what transpired at the hearing, to- 
gether with all papers and requests 
filed in the proceeding, shall consti- 
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tute the exclusive record for a final de- 
cision by the hearing authority. This 
record shall be retained in accordance 
with § 272.1(f). This record shall also 
be available to the household or its 
representative at any reasonable time 
for copying and inspection. 

(2) A decision by the hearing author- 
ity shall be binding on the State 
agency and shall summarize the facts 
of the case, specify the reasons for the 
decision, and identify the supporting 
evidence and the pertinent Federal 
regulations. The decision shall become 
a part of the record. 

(3) The household and the local 
agency shall each be notified in writ- 
ing of: The decision; the reasons for 
the decision in accordance with para- 
graph (q)(2) of this section; the availa- 
ble appeal rights; and that the house- 
hold’s benefits will be issued or termi- 
nated as decided by the hearing au- 
thority. The notice shail also state 
that an appeal may result in a reversal 
of the decision. The following are ad- 
ditional notice requirements and the 
available appeal rights: 

(i) After a State level hearing deci- 
sion which upholds the State agency 
action, the household shall be notified 
of the right to pursue judicial review 
of the decision. In addition, in States 
which provide for rehearings of State 
level decisions, the household shall be 
notified of the right to pursue a re- 
hearing. 

(ii) After a local level hearing deci- 
sion which upholds the State agency 
action, the-household shall be notified 
of the right to request a completely 
new State agency level hearing, and 
that a reversal of the decision may 
result in the restoration of lost bene- 
fits to the household. In addition, the 
household shall be advised that if a 
new hearing would pose an inconve- 
nience to the household, a State level 
review of the decision based on the 
hearing record may be requested in- 
stead of a new hearing. A clear de- 
scription of the two appeal procedures 
must be included to enable the house- 
hold to make an informed choice, if it 
wishes to appeal. If the household in- 
dicates that it wishes to appeal, but 
does not select the method, the State 
agency shall proceed with a new State 
level hearing. 

(4) If the household wishes to appeal 
a local level hearing decision, the 
appeal request must be filed within 15 
days of the mailing date of the hear- 
ing decision notice. Within 45 days of 
receipt of any request for a State level 
review of the decision or for a new 
State level hearing, the State agency 
shall assure that the review or the 
hearing is conducted, and that a deci- 
sion is reached and reflected in the 
coupon allotment. If a new hearing 
will not be held, the State level hear- 
ing official will review the local level 
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hearing record to determine if the 
local decision was supported by sub- 
stantial evidence. State level review 
procedures shall provide for notifying 
the local agency and the household 
that each may file a summary of argu- 
ments which shall become a part of 
the record if timely received. Both 
parties shall be advised that failure to 
file a summary will not be considered 
in deciding the case and that the sum- 
mary must be postmarked within 10 
days of receipt of the notice. 

. (5) All State agency hearing records 
and decisions shall be available for 
public inspection and copying, subject 
to the disclosure safeguards provided 
in § 272.1(c), and provided identifying 
names and addresses of household 
members and other members of the 
public are kept confidential. 

(r) Implementation of local level 
hearing decision. (1) In the event the 
local hearing decision upholds the 
State agency action, any benefits to 
the household which were continued 
pending the hearing shall be discon- 
tinued beginning with the next sched- 
uled issuance, regardless of whether or 
not an appeal is filed. Collection 
action for any claims against the 
household for overissuances shall be 
postponed until the 15-day appeal re- 
quest period has elapsed, or if an 
appeal is requested, until the State 
agency upholds the decision of the 
local hearing authority. 

(2) In the event the local hearing au- 
thority decides in favor of the house- 
hold, benefits to the household shall 
begin or be reinstated, as required by 
the decision, within the 45 day time 
limit allowed for local hearing proce- 
dures. 

Any lost benefits due to the house- 
hold shall be issued as soon as admin- 
istratively feasible. 

(s) Implementation of final State 
agency decisions. The State agency is 
responsible for insuring that all final 
hearing decisions are reflected in the 
household’s coupon allotment within 
the time limits specified in paragraph 
(c) of this section. 

(1) When the hearing authority de- 
termines that a household has been 
improperly denied program benefits or 
has been issued a lesser allotment 
than was due, lost benefits shall be 
provided to the household in accordad- 
ance with § 273.17. 

(2) When the hearing authority up- 
holds the State agency’s action, a 
claim against the household for any 
overissuances shall be prepared in ac- 
cordance with § 273.18. 

(t) Review of appeals of local level 
decisions. State agencies which adopt 
a local level hearing system shall es- 
tablish a procedure for monitoring 
local level hearing decisions. The 
number of local level decisions over- 
turned upon appeal to a State level 
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hearing shall be examined. If the 
number of reversed decisions is exces- 
sive, the State agency shall take cor- 
rective action. 

(u) Departmental review of decisions 
contrary to, Federal law and regula- 
tions. [Reserved] 


§ 273.16 Fraud disqualification. 


(a) Fraud disqualification penalties. 
Individuals found to have committed 
fraud through an administrative fraud 
hearing shall be ineligible to partici- 
pate in the program for 3 months. In- 
dividuals found guilty of criminal or 
civil fraud by a court of appropriate 
jurisdiction shall be ineligible for not 
less than 6 months and not more than 
24 months as determined by the court. 
State agencies shall disqualify only 
the individual and not the entire 
household. 

(b) Definition of fraud. For purposes 
of determining at an administrative 
fraud hearing whether or not fraud 
was committed, fraud shall consist of 
any action by an individual to know- 
ingly, willfully and with deceitful 
intent: 

(1) Make a false statement to the | 
State agency, either orally or in writ- 
ing, to obtain benefits to which the 
household is not entitled; 

(2) Conceal information to obtain 
benefits to which the household is not 
entitled; 

(3) Alter ATP’s to obtain benefits to 
which the household is not entitled; 

(4) Use coupons to buy expensive or 
conspicuous nonfood items such as al- 
cohol or cartons of cigarettes; 

(5) Use or possess improperly ob- 
tained coupons or ATPs; or 

(6) Trade or sell coupons or ATP’s. 

(c) Notification to applicant house- 
holds. The State agency shall inform 
the household in writing of the dis- 
qualification penalties for committing 
fraud each time it applies for program 
benefits. The penalties shall be writ- 
ten in clear, prominent, and boldface 
lettering on the application form. 

(d) Administrative disqualification. 
Each State agency shall establish pro- 
cedures for conducting fraud hearings 
which must conform with the proce- 
dures outlined in this section. An ad- 
ministrative fraud hearing shall be ini- 
tiated by the State agency whenever 
the State agency has documented evi- 
dence to substantiate that a currently 
certified household member has com- 
mitted one or more acts of fraud as de- 
fined in paragraph (b) of this section 
and the State agency believes the 
household member should be disquali- 
fied. Fraud hearings shall not be con- 
ducted if the amount the State agency 
suspects has been fraudulently ob- 
tained is less than $35 or if the value 
of the ineligible items that have been 
purchased with food stamps is under 
$35. The burden of proving fraud is on 
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the State agency. If the household 
member is not certified when the sus- 
pected fraud is discovered, the State 
agency shall initiate the hearing when 
the household member becomes certi- 
fied. The administrative fraud hearing 
may still be conducted regardless of 
whether other legal action is planned 
against the household member. 

(1) Consolidation of administrative 
fraud hearing with fair hearing. The 
State agency may combine a fair hear- 
ing and an administrative fraud hear- 
ing into a single hearing if the factual 
issues arise out of the same, or related, 
circumstances and the household re- 
ceives prior notice that the hearings 
will be combined. If the fraud hearing 
and fair hearing are combined, the 
State agency shall follow the time 
liness standards for conducting fraud 
hearings. 

(2) Fraud hearing procedures. (i) 
The State agency may provide admin- 
istrative fraud hearings only at the 
State level or it may provide a local 
hearing in some or all of its project 
areas with a right to appeal to a State 
level hearing. The one- or two-tiered 
approach adopted for fraud hearings 
may be the same as that adopted for 
fair hearings, although State agencies 
are not required to use the same ap- 
proach. State agencies have the option 
of using the same hearing officials for 
fraud hearings and fair hearings or 
designating hearing officials to con- 
duct only fraud hearings. 

(ii) The provisions of § 273.15 (m), 
(n), (0), Gp), and (q)(1) are also applica- 
ble for fraud hearings. 

(iii) At the fraud hearing, the hear- 
ing official shall advise the household 
member or representative that they 
may refuse to answer questions during 
the hearing. 

(iv) Within 90 days of the date the 
household member is notified in writ- 
ing that a State or local hearing initi- 
ated by the State agency has been 
scheduled, the State agency shall con- 
duct the hearing, arrive at a decision 
and initiate administrative action 
which will make the decision effective. 
If the fraud hearing is conducted at 
the local level and the household de- 
cides to appeal its case to a State level 
hearing, the State agency shall con- 
duct the State level hearing, arrive at 
a decision and initiate administrative 
action which will make the decision ef- 
fective within 60 days of the date the 
household member appealed its case. 
The household member or representa- 
tive is entitled to a postponement of 
up to 30 days. If the hearing is post- 
poned, the above time limits shall be 
extended for as many days as the 
hearing is postponed. 

(v) The State agency shall publish 
clearly written rules of procedure for 
fraud hearings, and shall make these 
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procedures available to any interested 
party. 

(3) Advance notice of hearing. (i) 
The State agency shall provide written 
notice to the household member sus- 
pected of fraud at least 30 days in ad- 
vance of the date a fraud hearing initi- 
ated by the State agency has been 
scheduled. The notice shall be mailed 
certified Mail—Return Receipt Re- 
quested, and shall contain, at a mini- 
mum: 

(A) The date, time, and place of the 
hearing; 

(B) The charge(s) against the house- 
hold member; 

(C) A summary of the evidence, and 
how and where the evidence can be ex- 
amined; 

(D) A warning that the decision will 
be based solely on information pro- 
vided by the food stamp office if the 
household member fails to appear at 
the hearing; 

(E) A warning that a determination 
of fraud will result in a 3-month dis- 
qualification; 

(F) A listing of the household mem- 
ber’s rights as contained in § 273.15(p); 

(G) A statement that the hearing 
does not preclude the State or Federal 
Government from prosecuting the 
household member for fraud in a civil 
or criminal court action, or from col- 
lecting the overissuance; 

(H) A statement that the individual 
can call the food stamp office to get 
the name and phone number (if avail- 
able) of someone who can give free 
legal advice. If free legal advice is not 
available, the food stamp office shall 
provide, when called, the phone 
number of a lawyer referral service of 
the local bar association. 

(ii) If the household member sus- 
pected of fraud is appealing a local 
level hearing to a State level hearing, 
the State agency shall provide a writ- 
ten notice to that household member 
at least 10 days in advance of the 
scheduled hearing. The 10-day ad- 
vance notice must contain, at a mini- 
mum: 

(A) The date, time, and place of the 
hearing; 

(B) A statement that the State 
agency will dismiss the hearing re- 
quest and the household member will 
be disqualified in accordance with the 
local hearing decision if the household 
or its representative fails to appear for 
the hearing without good cause; 

(C) A statement that the hearing 
does not preclude civil or criminal 
prosecution, or from collecting the 
overissuance; 

(D) A listing of the household mem- 
ber’s rights as contained in § 273.15(p); 
and 

(E) A statement that the individual 
can call the food stamp office to get 


the name and phone number (if avail- ° 


able) of someone who can give free 


legal advice. If free legal advice is not 
available, the food stamp office shall 
provide, when called, the phone 
number of a lawyer referral service of 
the local bar association. 

(iii) A copy of the State agency’s 
published hearing procedures shall be 
attached to the 30-day and 10-day ad- 
vance notices; 

(iv) Each State agency shall use the 
advance notice designed by FNS unless 
FNS approves a deviation. Deviations 
shall be granted under the same condi- 
tions that deviations from the applica- 
tion form are granted in § 273.2(b). 

(4) Scheduling of hearing. The time 
and place of the hearing shall be ar- 
ranged so that the hearing is accessi- 
ble to the household member suspect- 
ed of fraud. 

(i) If the household member or its 
representative cannot be located or 
fails to appear at a hearing initiated 


by the State agency without good 


cause, the hearing shall be conducted 
without the household member repre- 
sented. Even though the household 
member is not represented, the hear- 
ing official is required to carefully con- 
sider the evidence and determine if 
fraud was committed based on clear 
and convincing evidence. If the house 
hold member is found to have commit- 
ted fraud but a hearing official later 
determines that the household 
member or representative had good 
cause for not appearing, the previous 
decision shall no longer remain valid 
and the State agency shall conduct a 
new hearing. The hearing official who 
originally ruled on the case may con- 
duct the new hearing. The household 
member has 10 days from receipt of 
the notice of the fraud decision to 
present reasons indicating a good 
casue for failure to appear. A hearing 
official must enter the good cause de- 
cision into the record. 

(ii) If a local fraud hearing decision 
is appealed to a higher hearing level 
but the household member or its rep- 
resentative fails to appear for the 
hearing, the State agency shall dismiss 
the hearing request ‘and notify the 
household member that it will be dis- 
qualified for 3 months in accordance 
with the local hearing decision unless 
the household member or its repre- 
sentative provides good cause for not 
appearing at the hearing within 10 
days of receipt of the notice. If the 
hearing official determines that the 
household member or representative 
had good cause for not appearing, the 
State agency shall reschedule the 
hearing. 

(5) Participation while awaiting a 
hearing. A pending fraud hearing shall 
not affect the individual’s or the 
household’s right to be certified and 
participate in the program. Since the 
State agency cannot disqualify a 
household member for fraud until the 
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hearing official finds that the individ- 
ual has committed fraud, the State 
agency shall determine the eligibility 
and benefit level of the household in 
the same manner it would be deter- 
mined for any other household. For 
example, if the action for which the 
household member is suspected of 
fraud does not affect the household’s 
current circumstances, the household 
would continue to receive its allotment 
based on the latest certification action 
or be recertified based on a new appli- 
cation and its current circumstances. 
However, the household’s benefits 
shall be terminated if the certification 
period has expired and the household, 
after receiving its notice of expiration, 
fails to reapply. The State agency 
shall also reduce or terminate the 
household’s benefits if the State 
- agency has documentation which sub- 
stantiates that the household is ineli- 
gible or eligible for fewer benefits 
(even if these facts led to the suspicion 
of fraud and the resulting fraud hear- 
ing) and the household fails to request 
a fair hearing and continuation of 
benefits pending the hearing. For ex- 
ample, the State agency may have 
facts which substantiate that a house- 
hold failed to report a change in its 
circumstances even though the State 
agency has not yet demonstrated that 
the failure to report involved a fraudu- 
lent act. 

(6) Criteria for determining fraud. 
The hearing authority shall base the 
determination of fraud on clear and 
convincing evidence which demon- 
strates that the household member 
knowingly, willfully and with deceitful 
intent committed fraud, as defined in 
paragraph (b) of this section. 

(7) Decision format. The hearing 
authority’s decision shall specify the 
reasons for the decision, identify the 
supporting evidence, identify the per- 
tinent FNS regulation, and respond to 
reasoned arguments made by the 
household member or representative. 

(8) Appeal rights of the household 
member. If the hearing authority rules 
that the household member has com- 
mitted fraud, the household member 
may appeal the decision, as follows: 

(i) Appeal after local hearing. (A) A 
household member found to have com- 
mitted fraud by a local hearing au- 
thority has 15 days after the member 
receives the local hearing decision 
notice to appeal the decision to a State 
level hearing. State agencies shall mail 
the notice by Certified Mail—Return 
Receipt Requested. If a State level 
hearing is not requested within the 15- 
day period, the household member 
shall be disqualified for 3 months be- 
ginning with the first month after the 
15-day period has expired. The 3- 
month period shall apply in all cases 
without regard to the amount of food 
stamps fraudulently cbtained or the 


RULES AND REGULATIONS 


number of fraudulent acts the hearing 
authority finds the individual has 
committed. If, however, the household 
member requests a State level hearing 
within the 15-day period, the house- 


hold member shall not be disqualified 


unless the State level hearing also 
finds the household member has com- 
mitted fraud. 

(B) If a State level hearing is re- 
quested, a new hearing shall be con- 
ducted in every case and a decision 
rendered within 60 days of the re- 
quest. In a new hearing the prior deci- 
sion shall not be taken into considera- 
tion. 

(ii) Appeal after State level hearing. 
After a household member has been 
found to have committed fraud by a 
State level hearing official, the house- 
hoid member shall be disqualified for 
3 months beginning with the first 
month was follows the date the house- 
hold member has received the State 
level hearing notice. The disqualifica- 
tion period shall be 3 months, without 
regard to the amount of food stamps 
fraudulently obtained'or the number 
of fraudulent acts the hearing finds 
the individual has committed. No fur- 
ther administrative appeal procedure 
exists after an adverse State level 
hearing. The determination of fraud 
made by a fraud hearing official 
cannot be reversed by a subsequent 
fair hearing decision. The household 
member, however, is entitled to seek 
relief in a court having appropriate ju- 
risdiction. The period of disqualifica- 
tion may be subject to stay or other 
injunctive remedy. 

(9) Notification of hearing decision. 
(i) If the hearing finds that the house- 
hold member did not commit fraud, 
the State agency shail provide a writ- 
ten notice which informs the house- 


-hold member of the decision. 


(ii) If the administrative fraud hear- 
ing finds that the household member 
committed fraud, the State agency 
shall mail a written notice to the 
household member prior to disquailifi- 
cation. The notice shall inform the 
household member of the decision and 
the reason for the decision. The notice 
shall also advise the remaining house- 
hold members, if any, of either the al- 
lotment they wiil receive during the 
period of disqualification or that they 
must reapply because the certification 
period has expired. The procedures for 
handling the income and resources of 
the disqualified member are described 
in § 273.11. For State level decisions, 
the notice shall inform the household 
member of the date disqualification 
will take effect. For locai level deci- 
sions, the notice shall inform the 
household member of the deadline for 
requesting a State level hearing, the 
date disqualification will take effect 
unless a State level hearing is request- 
ed and that benefits will be continued 
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pending a State level hearing if the. 
household is otherwise eligible. A list 
of the househoid member’s rights as 
contained in § 273.15(p) and the State 
level hearing procedures shall be en- 
closed with the local fraud hearing de- 
cision notice. 

Giii) Each State agency shall use the 
forms designed by FNS for notifying 
individuals that they have been found 
to have committed fraud at an admin- 
istrative fraud hearing unless FNS ap- 
proves a deviation. Deviations shall be 
granted under the same conditions de- 
viations from the application form are 
granted in § 273.2(b). 

(e) Court imposed disqualifications. 
(1) A court of appropriate jurisdiction, 
with either the State, a political subdi- 
vision of the State, or the United 
States as prosecutor or plaintiff, may 
order an individual disqualified from 
participation in the program for not 
less than 6 months and not more than 
24 months if the court finds that indi- 
vidual guilty of civil or criminal fraud. 
Court ordered disqualifications may be 
imposed separate and apart from any 
action taken by the State agency to 
disqualify the individual through an 
administrative fraud hearing. 

(2) State agencies are encouraged to 
refer for prosecution under State or 
local fraud statutes those individuals 
suspected of committing fraud, par- 
ticularly if large amounts of food 
stamps are suspected of being fraudu- 
lentiy obtained or the individual is 
suspected of committing more than 
ene fraudulent act. The State agency 
shall confer with its legal representa- 
tive to determine the types of cases 
which will be accepted for possible 
prosecution. State agencies shall also 
encourge State and local prosecutors 
to recommend to_the courts that a dis- 
qualification penalty as provided in 
section 6(b) of the Food Stamp Act be 
imposed in addition to any other civil 
or criminal fraud penalties. 

(3) State agencies shall disqualify an 
individual found guilty of fraud by the 
courts only if the court orders dis- 
qualification and only for the length 
of time specified by the court. If dis- 
qualification is ordered but a date for 
initiating the disqualification period is 
not specified, the State agency shall 
initiate the disqualification period 
with the first month following the 
date the disgualification was ordered. 
A court ordered disqualification may 
run concurrently with the 3-month 
period of disqualification imposed as a 
result of an administrative fraud hear- 
ing. The State agency shall not initi- 
ate or continue a court imposed or ad- 
ministratively imposed fraud disquali- 
fication period contrary to a court 
order. 

(f) Reversed fraud disqualifications. 
In cases where the determination of 
fraud is reversed by a court of appro- 
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priate jurisdiction, the State agency 
shall reinstate the individual in the 
program if the household is eligible. 
The State agency shall restore any 
benefits that were lost as a result of 
the disqualification in accordance with 
the procedures specified in § 273.17(e). 


§ 273.17 Restoration of lost benefits. 


(a) Entitlement. (1) The State 
agency shall restore to the household 
benefits which were lost whenever the 
loss was caused by an error by the 
State agency, the regulations specifi- 
cally state that the household is enti- 
tled to restoration of lost benefits, or a 
fraud disqualification was subsequent- 
ly reversed as specified in paragraph 
(e) of this section. With the exception 
of benefits which are restored as a 
result of a reversal of a fraud disquali- 
cation penalty, benefits shall not be 
restored if lost more than 12 months 
prior to the most recent of the follow- 
ing: 

(i) The month the State agency was 
notified by the household or by an- 
other person or agency in writing or 
orally of the possible loss to that spe- 
cific household; 

(ii) The month the State agency dis- 
covers in the normal course of busi- 
ness that a loss to a specific household 
has occurred; or 

(iii) The date the household request- 
ed a fair hearing to contest the ad- 
verse action which resulted in the loss. 

(2) Benefits shall be restored even if 
the household is currently ineligible. 

(b) Errors discovered by the State 
agency. If the State agency determines 
that a loss of benefits has occurred, 
and the household is entitled to resto- 
ration of those benefits, the State 
agency shall automatically take action 
to restore any benefits that were lost. 
No action by the household is neces- 
sary. However, benefits shall not be re- 
stored if the benefits were lost more 
than 12 months prior to the month 
the loss was discovered by the State 
agency in the normal course of busi- 
ness, or were lost more than 12 
months prior te the month the State 
agency was notified in writing or 
orally of a possible loss to a specific 
household. The State agency shall 
notify the household of its entitle- 
ment, the amount of benefits to be re- 
stored, any offsetting that was done, 
the method of restoration, and the 
right to appeal through the fair hear- 
ing process if the household disagrees 
with any aspect of the proposed lost 
benefit restoration. 

(c) Disputed benefits. (1) If the State 
agency determines that a household is 
entitled to restoration of lost benefits, 
but the household does not agree with 
the amount to be restored as calculat- 
ed by the State agency or any other 
action taken by the State agency to re- 
store lost benefits, the household may 
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request a fair hearing within 90 days 
of the date the household is notified 
of its entitlement to restoration of lost 
benefits. If a fair hearing is requested 
prior to or during the time lost bene- 
fits are being restored, the household 
shall receive the lost benefits as deter- 
mined by the State agency pending 
the results of the fair hearing. If the 
fair hearing decision is favorabie to 
the household, the State agency shall 
restore the lost benefits in accordance 
with that decision. 

(2) If a household believes it is enti- 
tled to restoration of lost benefits but 
the State agency, after reviewing the 
case file, does not agree, the house- 
hold has 90 days from the date of the 
State agency determination to request 
a fair hearing. The State agency shall 
restore lost benefits to the household 
only if the fair hearing decision is fa- 
vorable to the household. Benefits lost 
more than 12 months prior to the date 
the State agency was initially in- 
formed of the household’s possible en- 
titlement to lost benefits shall not be 
restored. 

(d) Computing the amount to be re- 
stored. After correcting the loss for 
future months and excluding those 
months for which benefits may have 
been lost prior to the 12-month time 
limits described in paragraphs (b) and 
(c) of this section, the State agency 


shall calculate the amount to be re- 


stored as follows: : 

(1) If the household was eligible but 
received an incorrect allotment, the 
loss of benefits shall be calculated 
only for those months the household 
participated. If the loss was caused by 
an incorrect delay, denial, or termina- 
tion of benefits, the months affected 
by the loss shall be calculated as fol- 
lows: 

(i) If an eligible household’s applica- 
tion was erroneously denied, the 
month the loss initially occurred shall 
be the month of application, or for an 
eligible household filing a timely reap- 
plication, the month following the ex- 
piration of its certification period. 

(ii) If an eligible household’s applica- 
tion was delayed, the months for 
which benefits may be lost shall be 
calculated in accordance -with proce- 
dures in § 273.2(h). 

(iii) If a household’s benefits were 
erroneously terminated, the month 
the loss initially occurred shall be the 
first month benefits were not received 
as a result of the erroneous action. 

(iv) After computing the date the 
loss initially occurred, the loss shall be 
calculated for each month subsequent 
to that date until either the first 
month the error is corrected or the 
first month the household is found in- 
eligible. : 

(2) For each month affected by the 
loss, the State agency shall determine 
if the household was actually eligible. 


In cases where there is no information 
in the household’s case file to docu- 
ment that the household was actually 
eligible, the State agency shall advise 
the household of what information 
must be provided to determine eligibil- 
ity for these months. For each month 
the household cannot provide the nec- 
essary information to demonstrate its 
eligibility, the household shall be con- 
sidered ineligible. 

(3) For the months the household 
was eligible, the State agency shall 
calculate the allotment the household 
should have received. If the household 
received a smaller allotment than it 
was eligible to receive, the difference 
between the actual and correct allot- 
ments equals the amount to be re- 
stored. 

(4) If a claim against a household is 
unpaid or held in suspense as provided 
in § 273.18, the amount to be restored 
shall be offset against the amount due 
on the claim before the balance, if 
any, is restored to the household. At 
the point in time when the household 
is certified and receives an initial allot- 
ment, the initial allotment shall not be 
reduced to offset claims, even if the 
initial allotment is paid retroactively. 

(e) Lost. benefits to individuals dis- 
qualified for. fraud. Individuals dis- 
qualified for fraud are entitled to res- 
toration of any benefits lost during 
the months they were disqualified 
only if the decision which resulted in 
disqualification is subsequently re- 
versed. For example, an individual 
would not be entitled to restoration of 
lost benefits for the 3-month period it 
was disqualified based solely on the 
fact that a criminal conviction could 
not be obtained, unless the individual 
successfully challenged the 3-month 
disqualification in a separate court’ 
action. For each month the individual 
was disqualified, the amount to be re- 
stored, if any, shall be determined by 
comparing the allotment the house- 
hold received with the allotment the 
household would have received had 
the disqualified member been allowed 
to participate. If the household re- 
ceived a smaller allotment than it 
should have received, the difference 
equals the amount to be restored. 
Benefits shall be restored regardless of 
the length of time that has elapsed 
since the household member was dis- 
qualified. 

(f) Method of restoration. Regardless 
of whether a household is currently 
eligible or ineligible, the State agency 
shall restore lost benefits to a house- 
hold by issuing an allotment equal to 
the amount of benefits that were lost. 
The amount restored shall be issued in 
addition to the allotment currently eli- 
gible households are entitled to re- 
ceive. The State agency shall honor 
reasonable requests by households to 
restore lost benefits in monthly in- 
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stallments if, for example, the house- 
hold fears the excess coupons may be 
stolen, or that the amount to be re- 
stored is more than it can use in a rea- 
sonable period of time. 

’ (g) Changes in household composi- 
tion. Whenever lost benefits are due a 
household and the household’s mem- 
bership has changed, the State agency 
shall restore the lost benefits to the 
household containing a majority of 
the individuals who were household 
members at the time the loss occurred. 
If the State agency cannot locate or 
determine the household which con- 
tains a majority of household mem- 
bers the State agency shall restore the 
lost benefits to the household contain- 
ing the head of the household at the 
time the loss occurred. 

(h) Accounting procedures. Each 
State agency shall be responsible for 
maintaining an accounting system for 
documenting a household’s entitle- 
ment to restoration of lost benefits 
and for recording the balance of lost 
benefits that must be restored to the 
household. Each State agency shall at 
a@ minimum, document how the 
amount to be restored was calculated 
and the reason lost benefits must be 
restored. The accounting system shall 
be designed to readily identify those 
situations where a claim against a 
household can be used to offset the 
amount to be restored. 

(i) Losses of benefits that occurred 
prior to elimination of the purchase 
requirement. Households assigned a 
purchase requirement that was too 
high or assigned an incorrect house- 
hold size shall be entitled to restora- 
tion of lost benefits if the household 
received fewer bonus stamps as a 
result. The amount to be restored is 
equal to the difference between the 
bonus stamps the household received 
and the correct amount the household 
should have received. State agencies 
shall restore the lost benefits in ac- 
cordance with the procedures outlined 
in this section. 


§ 273.18 Claims against households. 


(a) Establishing claims against 
households. Each State agency shall 
establish a claim against any house- 
hold that has received more food 
stamp benefits than it is entitled to re- 
ceive. Instances which may result in a 
claim include, but are not limited to, 
the following: 

(1) The household failed to provide 
the State agency with correct or com- 
plete information. 

(2) The household failed to report to 
the State agency changes in its house- 
hold circumstances. 

(3) The household altered its ATP. 

(4) The household transacted both 
the original and its replacement ATP. 
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(5) The State agency failed to take 
prompt action on a change reported 
by the household. 

(6) The State agency incorrectly 
computed the household’s income or 
deductions, or otherwise assigned an 
incorrect allotment. 

(7) The State agency incorrectly 
issued duplicate ATP’s to a household 
which were subsequently transacted. 

(8) The household was found to be 
ineligible or eligible for fewer benefits 
than it received pending a fair hearing 
decision. 

(b) Nonfraud claims. Nonfraud 
claims are those claims established 
against households for overissuances 
which were not caused by fraud, such 
as, but not limited to, overissuances 
caused by administrative error on the 
part of the State agency or a misun- 
derstanding or inadvertent error on 
the part of the household. 

(1) Criteria for establishing a non- 
fraud claim. If less.than 12 months 
has elapsed between the month a non- 
fraud overissuance occurred and the 
month the State agency discovered a 
specific case involving an overissuance, 
the State agency shall take action to 
establish a claim against the house- 
hold that received the overissuance. A 
nonfraud claim shall not be estab- 
lished if an overissuance occurred as a 
direct result of the following errors: 

(i) A State agency failed to insure 
that a household fulfilled the follow- 
ing procedural requirements: 

(A) Signed the application form; 

(B) Completed a current work regis- 
tration form; 

(C) Was certified in the correct proj- 
ect area; 

(ii) A household continued to receive 
food stamp allotments after its certifi- 
cation period has expired without 
benefit of a reapplication determina- 
tion, regardless of a subsequent deter- 
mination of eligibility or ineligibility. 

(iii) A household transacted an ex- 
pired ATP, unless the household al- 
tered its ATP; or 

(iv) A household did not receive food 
stamp benefits at a reduced level be- 
cause its public assistance grant 
changed and the State agency failed 
to act. 

(2) Calculating the amount of the 
nonfraud claim. (i) After excluding 
those months that are more than 12 
months prior to the date the overis- 
suance was. discovered, the State 
agency shall determine the correct 
amount of food stamp benefits the 
household should have received for 
those months the household partici- 
pated while the overissuance was in 
effect. In cases involving reported 
changes, the State agency shall deter- 
mine the month the overissuance ini- 
tially occurred as follows: 

(A) If, due to a misunderstanding or 


inadvertent error on the part of the 
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household, the household failed to 
report a change in its household cir- 
cumstances within 10 days of the date 
the change became known to the 
household, the first month affected by 
the household’s failure to report shall 
be the month after the month in 
which the change occurred. 

(B) If the household timely reported 
a change, but the State agency did not 
timely act on the change, the first 
month affected by the State’s failure 
to act shall be the first month the 
State agency should have made the 
change effective. Therefore, if a notice 
of adverse action was required but was 
not sent, the State agency shall 
assume that the maximum advance 
notice period as provided in 
§ 273.13(a)(1) would have expired with- 
out the household requesting a fair 
hearing. 

(ii) If the household received a 
larger allotment than it was entitled 
to receive, the State agency shall es- 
tablish a claim against the household 
equal to the difference between the al- 
lotment the household received and 
the allotment the household should 
have received. 

diii) After calculating the amount of 
the nonfraud claim, the State agency 
shall offset the amount of the claim 
against any amounts which have not 
yet been restored to the household in 
accordance with § 273.17. The State 
agency shall then initiate collection 
action for the remaining balance, if 
any. 

(3) Collecting nonfraud claims. (i) 
State agencies shall initiate collection 
action on all nonfraud claims unless 
the claim is collected through offset or 
one of the following conditions apply: 

(A) The total amount of the non- 
fraud claim is less than $35. 

(B) The State agency has documen- 
tation which shows that the house- 
hold cannot be located. 

(ii) State agencies shall initiate col- 
lection action by sending the house- 
hold a written demand letter, designed 
by FNS, which informs the household 
of the amount owed, the reason for 
the claim, the period of time the claim 
covers, any offsetting that was done to 
reduce the claim, how the household 
may pay the claim, and the house- 
hold’s right to a fair hearing if the 
household disagrees with the State 
agency’s determination. In addition, 
the demand letter for nonfraud claims 
must include a statement which speci- 
fies that, if a household falls behind in 
making payments or is unable to pay 
the claim, the household’s eligibility 
or level of benefits will not be affect- 
ed. FNS may grant deviations from 
the designed letter under conditions 
specified in § 273.2(b). If ‘the house- 
hold pays the claim, payments shall be 
accepted and submitted to FNS in ac- 
cordance with the procedures outlined 
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in paragraphs (e) and (f) of this sec- 
tion. If the household does not re- 
spond to the first demand letter, addi- 
tional demand letters shall be sent at 
reasonable intervals such as 30 days, 
until the household has responded by 
paying or agreeing to pay the claim, or 
until the criteria for suspending collec- 
tion action, as specified in paragraphs 
(b)(4) of this section, have been met. 

(4) Criteria for suspending collection 
of a nonfraud claim. A claim shall be 
suspended if no collection action was 
initiated because of conditions speci- 
fied in paragraph (3)(i) of this section. 
If collection action was initiated, and 
at least one demand letter has been 
sent, further collection action shali be 
suspended when: 

di) The household 
unable to pay the ciaim; 

(ii) There is little likelihood that the 
household will pay the claim; 

(iii) The househoid cannot be locat- 
ed; or 

(iv) The cost of further collection 
action is likely to exceed the amount 
that can be recovered. 

(5) Terminating coliection action of 
a nonfraud claim. A claim shall be de- 
termined uncollectible after it is held 
in suspense for 3 years. A State agency 
may use an uncoliectible claim to 
offset benefits in accordance with 
§ 273.17. 

(c) Fraud claim. A claim shall be 
handled as a fraud claim only if an ad- 
ministrative fraud hearing or a court 
of appropriate jurisdiction has found a 
household member committed fraud 
as defined in § 273.16(b). Prior to the 
determination of fraud, the claim 
against the household shall be han- 
dled as a nonfraud claim. 

(1) Establishing a fraud claim. For 
each month that a household member 
fraudulently participated, the State 
agency shall determine the correct 
amount of food stamp benefits, if any, 
the household was entitled to receive. 
The amount of the fraud claim shall 
be calculated back to the month the 
fraudulent act occurred, regardless of 
the length of time that elapsed until 
the determination of fraud was made. 
If the household member is deter- 
mined to have committed fraud by 
knowingly, willfully and with deceitful 
intent failing to report a change in its 
households circumstances, the first 
month benefits were overissued shall 
be the month after the month in 
which the change occurred. Once the 
amount of the fraud claim is estab- 
lished, the State agency shall offset 
the claim against any amount of lost 
benefits that have not yet been re- 
stored to the household in accordance 
with § 273.17. 

(2) Collecting fraud claims. (i) if a 
household member is found to have 
committed fraud at either an adminis- 
trative fraud hearing or a court of ap- 


is financially 
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propriate jurisdiction, the State 
agency shall initiate collection action 
unless the household has repaid the 
overissuance as a result of nonfraud 
demand letters, the State agency has 
documentation which shows the 
household cannot be located or the 
legal representatives prosecuting a 
member of the household for fraud 
advise in writing that collection action 
will prejudice the case. In cases where 
a household member was found guility 
of fraud by a court, the State agency 
shall request the matter of restitution 
be brought before the court. 

(ii) Collection action shall be taken 
by sending the household a written 
demand letter, designed by FNS, 
which informs the household of the 
amount owed, the reason for the 
claim, the period of time the claim 
covers, any offsetting that was done to 
reduce the claim, how the household 
may pay the claim, and the house- 
hold’s right to a fair hearing if the 
household disagrees with the State 
agency’s determination of the amount 
of the claim. FNS may grant devi- 
ations from the designed demand 
letter under conditions specified in 
§ 273.2(b). A written demand letter for 
a fraud claim shall be sent even if the 
household has previously received a 
nonfraud demand letter, because the 
time period covered by the claim is dif- 
ferent for fraud and nonfraud claims. 
In addition to the written demand 
letter, a personal contact shall be 
made, if possible. 

(iii) If the household agrees to pay 
the claim after the first demand letter, 
the State agency shall follow the pro- 
cedures for collecting and submitting 
payments as prescribed in paragraphs 
(e) and (f) of this section. If the house- 
hold does not respond to the first 
demand letter, additional demand let- 
ters shall be sent at reasonable inter- 
vals, such as 30 days, until the house- 
hold agrees to pay the claim, or the 
criteria for suspending or terminating 
collection action as specified in para- 
graph (c)(3) of this section have been 
met. 

(3) Criteria for suspending collection 
action. The State agency shall sus- 
pend collection action at any time it 
has documentation that the household 
cannot be located. If the State agency 
has sent at least one demand letter for 
claims under $100, at least two 
demand letters for fraud claims be- 
tween $100 and $400, and at least 
three demand letters for fraud claims 
of more than $400, further collection 
shall be suspended when: 

(i) The household is financially 
unable to pay the claim; 

(ii) There is little likelihood that the 
State agency can collect or enforce col- 
lection of any significant sum from 
the household; or 


(iii) The cost of further collection 
action is likely to exceed the amount 
that can be recovered. 

(4) Criteria for terminating collec- 
tion action. A claim shall be deter- 
mined uncollectible after it is held in 
suspense for 3 years. A State agency 
may use an uncoliectible claim to 
offset benefits in accordance with 
§ 273.17. 

(d) Changes in household composi- 
tion. If a household’s membership has 
changed since the overissuance oc- 
curred, the State agency shall initiate 
collection action against the head of 
the household. If the head of the 
household is no longer living or cannot 
be located, the State agency shall initi- 
ate collection action against the 
household containing a majority of 
the individuals who were household 
members at the time the error oc- 
curred. 

(e) Methods of collecting paymenis. 
(1) State agencies shali collect non- 
fraud and fraud claims in one of the 
following ways: 

(i) Lump sum. State agencies shall 
collect payments from households in 
one lump sum if the household is fi- 
nancially able to pay the claim in one 
lump sum. 

(ii) Instaliments. If the household 
has insufficient liquid resources or is 
otherwise financially unable to pay 
the claim in one lump sum, payments 
shall be accepted by the State agency 
in regular installments. If the full 
amount of the claim cannot be liqui- 
dated in 3 years without creating a fi- 
nancial hardship on the household, 
the State agency shall compromise the 
claim by reducing it to an amount that 
will allow the household to pay the 
claim in 3 years. A State agency may 
use the full amount of the claim to 
offset benefits in accordance with 
§ 273.17. 

(2) State agencies may initiate civil 
court action to obtain payment of the 
claim. However, the State agency shall 
not deny, terminate or reduce a house- 
hold’s benefits for failure to repay a 
claim, to agree to a repayment sched- 
ule, or to make the agreed upon pay- 
ments. Nor shall the State agency 
threaten the household with a denial, 
termination or reduction in benefits or 
otherwise infer that it has the power 
to do so. 

(f) Submission of payments. (1) No 
later than 30 days after the end of 
each calendar month, each State 
agency shall submit to FNS a single 
check, draft or warrant which consoli- 
dates on a statewide basis all of the 
payments collected at the State and 
local level during the previous calen- 
dar month. State agencies shall not 
allow more than 60 days to elapse be- 
tween the date a household makes a 
payment on a claim and the date the 
payment is submitted to FNS. Each 
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State agency shall also submit a 
monthly report to FNS which details 
the State’s activities relating to claims 


against households. This report is also’ 


due no later than 30 days after the 
end of each calendar month and shall 
be submitted even if the State agency 
has not collected any payments. 

(2) In cases where FNS has billed a 
State agency for negligence, any 
amounts collected from households in 
payment of overissuances which were 
caused by the State’s negligence will 
be credited by FNS. When submitting 
these payments, the State agency 
shall include a note in the remarks 
section of the monthly reporting form 
specified in paragraph (f)(1) of this 
section which shows the amount that 
should be credited against the State’s 
bill. 

(g) Claims discharged through bank- 
ruptcy. State agencies shall act on 
behalf of, and as, FNS in any bank- 
ruptcy proceeding against bankrupt 
households owing food stamp claims. 
State agencies shall possess any rights, 
priorities, interests, liens or privileges, 
and shall participate in any distribu- 
tions of assets, to the same extent as 
FNS. Acting as FNS, State agencies 
shall have the power and authority to 
file objections to discharge, proofs of 
claims, exceptions to discharge, peti- 
tions for revocation of discharge, and 
any other documents, motions or ob- 
jections which FNS might have filed. 
Any amounts collected under this au- 
thority shall be transmitted to FNS as 
provided in paragraph (f) of this sec- 
tion. 

(h) Accounting procedures. Each 
State agency shall be responsible for 
maintaining an accounting system for 
monitoring claims against households. 
At a minimum, the accounting system 
shall be designed to readily accom- 
plish the following: 

(1) Document the _ circumstances 
which resulted in a claim, the proce- 
dures used to calculate the claim, the 
methods used to collect the claim and, 
if applicable, the circumstances which 
resulted in suspension or termination 
of collection action. 

(2) Identify those situations in 
which an amount not yet restored to a 
household can be used to offset a 
claim owed by the household. 

(3) Identify those households that 
have failed to make installment pay- 
ment on their claims. 

(4) Document how much money was 
collected in payment of a claim and 
how much was submitted to FNS. 


§ 273.19 Sixty-day continuation of certifi- 
cation. 


(a) Eligibility criteria. The State 
agency shall provide for continuation 
of the certification of any household 
for 2 months after the month the 
household moves from one project 
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area to another within the State or be- 
tween States if the household: 

(1) Membership does not change; 

(2) Continues to meet the definition 
of a household as. provided in 
§ 273.1(a); 

(3) Was not certified under disaster 
eligibility standards as provided in 
part 280 or was not certified under ex- 
pedited procedures in § 273.2(i) unless 
the verification that was initially post- 
poned was subsequently completed; 
and 

(4) Does not contain an SSI member 
when moving into the cash-out States 
of Massachusetts or Wisconsin. 

(b) Former project area. The project 
area from which the household is 
moving shall prepare the form FNS- 
286, certification of transfer of house- 
hold benefits. If the household has re- 
ceived its coupon allotment for the 
month in which the move takes place, 
the project area shall authorize the 
extension of certification for the 2 
months subsequent to the move. The 
form FNS-286 is given to the house- 
hold for delivery to the new project 
area office. 

(c) New project area. (1) The project 
area to which the household moves 
shall accept the form FNS-286 and 
issue the allotment authorized by the 
form to households which report com- 
pliance with the criteria in paragraph 
(a) (1), (2), and (4) of this section. At 
the time the household provides the 
form to the new project area, the 
household shall report any changes in 
circumstances. The new project area 
will act on changes according to 
§ 273.12, except in no event would the 
changes reported affect the initial is- 
suance under the form FNS-286. How- 
ever, the second issuance in the new 
project area, if any, shall reflect 
changes reported. 

(2) If the household has participated 
in the former project area in the 
month of the move, and presents the 
form FNS-286 to the new project area 
that same month, it shall be accepted 
and acted on in time for the next 
month’s issuance. The first issuance 
shall be based on the income reflected 
on the form FNS-286. 

(3) If the household has not partici- 
pated in the former project area in the 
month of the move and presents the 
transfer form to the new project area 
that same month, the household will 
be provided an opportunity to partici- 
pate in that month. The first issuance 
shall be based on the income reflected 
on the transfer form. 

(4) If the household anticipates zero 
net monthly income upon its arrival in 
the new project area, an exception 
shall be made to the use of the trans- 
fer form and recorded income figures. 
The household may reapply and re- 
ceive expedited service. 
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(d) Subsequent actions. (1) House- 
holds participating on the basis of a 
form FNS-286 shall be entitled to all 
procedural rights of any other food 
stamp household, including notice of 
adverse action on reported changes, 
and notice of expiration prior to the 
expiration of the second month of is- 
suance authorized by the form FNS- 
286. 

(2) Households may elect to be certi- 
fied in the new project area at any 
time during their participation under 
the form FNS-286. 

(3) Households which move from the 
new project area during the 2 months 
covered by the form FNS-286 shall be 
issued: 

(i) A form FNS-286 for the balance 
of the period covered by original form, 
and which reflects the changes report- 
ed at the time the form was accepted 
in the new project area; 

(ii) A new form FNS-286 for an addi- 
tional 2 months if the household was 
recertified in the new project area and 
otherwise qualifies for a transfer of 
certification as outlined in paragraph 
(a) of this section. 

(e) Continuing the certification of 
households moving within a State. 
State agencies shall provide for the 
continuous service to certified house- 
holds that meet the criteria in para- 
graph (a) of this section and that 
move from one political subdivision to 
another in States where the State has 
been designated a single project area. 
The State agency may use the form 
FNS-286 or may develop its own 
system for transferring records. The 
State agency may, with prior approval 
of FNS, substitute its own system of 
transferring records for households 
moving from one project area to an- 
other within the State. If a form FNS- 
286, is not used, households moving 
from one political subdivision to an- 
other within a project area or moving 
from one project area to another 
within the State shall have the same 
continuation rights as households en- 
titled to a form FNS-286, as defined 
by this section. 

(f) Control of forms. The State 
agency shall provide for the secure 
storage of form FNS-286, and shall 
maintain controls to prevent or detect 
unauthorized issuance, acquisition, ac- 
ceptance, use, transfer, or alteration of 
this form. 


4. Parts 274 and 275 remain in force 
and effect but are redesignated as 
parts 280 and 277, respectively. The 
new part 274 reads as follows: 


PART 274—ISSUANCE AND USE OF 
FOOD COUPONS 
Sec. 


274.1 State agency issuance responsibil- 
ities. 
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Sec. 

274.2 Issuance systems. 

274.3 Issuance of coupons through the 
mail. 

274.4 Distribution of coupons. 

274.5 Responsibilities of coupon issuers 
and bulk storage points. 

274.6 Reconciliation. 

274.7 Issuance record retention and securi- 


ty. 

274.8 State agency reporting and destruc- 
tion of unusable coupons. 

274.9 Close-out of a coupon issuer. 

274.10 Use or redemption of coupons by 
eligible households. 

274.11 Return of coupons. 


AvTHOoRITY: 91 Stat. 958 (7 U.S.C. 2011- 
2027). 

§ 274.1 State agency issuance responsibil- 
ities. 

(a) Basic issuance requirements. 
Each State agency is responsible for 
the timely and accurate issuance of 
coupons to eligible households in ac- 
cordance with these regulations. The 
State level agency shall establish an is- 
suance and accountability system 
which will insure that (1) only certi- 
fied households receive benefits; (2) 
coupons are accepted, stored, and pro- 
tected after delivery to receiving 
points within the State; (3) program 
benefits are timely distributed in the 
correct amounts; and (4) coupon issu- 
ance and reconciliation activities are 
properly conducted and accurately re- 
ported to FNS. 

(b) Contracting or delegating issu- 
ance responsibilities. The State 
agency may assign to other parties 
such as banks, savings and loan associ- 
ations, the Postal Service, community 
action agencies, and migrant service 
agencies the responsibility for issu- 
ance and storage of coupons. 

(1) Any assignment of issuance func- 
tions shall clearly delineate the re- 
sponsibilities of both parties. The 
State agency remains responsible, re- 
gardless of any agreements to the con- 
trary, for insuring that assigned duties 
are carried out in accordance with 
these regulations. In addition, the 
State agency is strictly liable to FNS 
for all losses of coupons, even if those 
losses are the result of the perform- 
ance of issuance, security, or account- 
ability duties by another party. 

(2) All issuance contracts shall 
follow procurement standards set 
forth in part 277. The State agency 
shall contract only with responsible 
contractors who possess the ability to 
perform successfully under the terms 
and conditions of the proposed pro- 
curement. In making its selection, the 
State agency shall consider contractor 
integrity, the record of past perform- 
ance, financial, and technical re- 
sources, and the availability of other 
necessary resources. State agencies 
may permit subcontracting of assigned 
issuance responsibilities. However, the 
primary contractor shall remain re- 
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sponsible and liable to the State 
agency for insuring that the terms of 
the contract are carried out. 

(3) The State agency shall not assign 
the issuance of coupons to any retail 
grocery store authorized to redeem 
coupons from participant households. 
This restriction may be waived if the 
State agency can demonstrate, to the 
satisfaction of FNS, that such an ar- 
rangement would be in the best inter- 
ests of the program. 

(4) FNS does not encourage assign- 
ment of issuance activities to any 
entity in the same interrelated corpo- 
rate structure with an authorized 
retail food store. However, such enti- 
ties may be coupon issuers if they are 
fiscally autonomous, physically sepa- 
rate and employ a different trade 
name from the retail food store. FNS 
does not encourage the assignment of 
issuance activities to firms located 
within the confines of retail food 
stores. However, the State agency may 
contract with a bank or credit union 
located in such facilities provided that 
it is financially independent of the 
retail grocer and is chartered under 
Federal or State law. 

(5) The State agency may contract 
with the U.S. Postal Service for the is- 
suance of food coupons. The Depart- 
ment and the Postal Service have 
signed an agreement which governs 
coupon issuance by the Postal Service. 
A State agency’s contract with the 
Postal Service cannot exempt the 
State agency from the requirements 
that it comply with these regulations. 
However, State agencies may negotiate 
contracts for issuance with the Postal 
Service on all terms and conditions as 
long as such provisions do not conflict 
with these regulations. 

(c) State monitoring of coupon issu- 
ers. (1) The State agency’s account- 
ability system shall include procedures 
for monitoring coupon issuers. to 
assure that the day-to-day operations 
of all coupon issuers comply with 
these regulations, to identify and cor- 
rect deficiencies and to report viola- 
tions of the Act or regulations to FNS. 

(2) The State agency shall conduct 
an onsite review of each coupon issuer 
and bulk storage point at least once 
every 3 years. Ail offices or units of a 
coupon issuer are subject to this 
review requirement. This review re- 
quirement may be fulfilled in part or 
in total by the performance reporting 
review system, part 275. The State 
agency shall base each review on the 
specific activities performed by each 
coupon issuer or bulk storage point. A 
physical inventory of coupons shall be 
taken at each location and that count 
compared with perpetual inventory 
records and the monthly reports of 
the coupon issuer or bulk storage 
point. This review may be conducted 
at the offices of subissuers or at each 


issuance office when a coupon issuer 
or bulk storage point operates more 
than one office. The State agency may 
delegate this review responsibility to 
another unit of the State government 
or contract with an outside firm with 
expertise in auditing and accounting. 
State agencies may use the results of 
reviews of coupon issuers by independ- 
ent audit or accounting firms so long 
as the food coupon issuance oper- 
ations of the coupon issuer are inciud- 
ed in the review. Except in unusual 
circumstances, the Postal Inspection 
Service will conduct onsite reviews of 
post office issuance operations. 


§ 274.2 Issuance systems. 


The State agency shall arrange for 
the issuance of coupons to eligible 
households. 

(a) System classifications. State 
agencies may issue food coupons 
through: (1) A household issuance 
record (HIR) card system in which the 
authorizing document is maintained at 
the issuance office, (2) an authoriza- 
tion to participate (ATP) system in 
which an authorizing document is dis- 
tributed on a monthly basis to the 
household and surrendered to the 
coupon issuer when coupons are ob- 
tained, or (3) a direct coupon mailout 
system. In addition, the State agency 
may develop an automated issuance 
system, such as one using online issu- 
ance terminals, which cannot be readi- 
ly categorized as either an HIR card or 
ATP system. Such alternative or modi- 
fied systems shall meet the account- 
ability requirements established in 
these regulations. 

(b) Advance planning documentia- 
tion. State agencies must comply with 
the procurement requirements of part 
277 for the acquisition, design, devel- 
opment, or installation of automated 
data processing (ADP) equipment. 
With certain exceptions detailed in 
part 277, State agencies must receive 
prior approval for the design and ac- 
quisition of ADP systems through sub- 
mission of advance planning docu- 
ments (APD’s). 

(c) Certification documentation. 
The State agency shall use either a 
notice of change or an HIR card to 
document and transmit information 
on household eligibility or participa- 
tion from the certification unit to the 
data management unit of the State 
agency. 

(d) HIR master file. (1) The State 
agency shall establish an HIR master ~ 
file which is a composite of the issu- 
ance records of all certified food 
stamp households. The State agency 
shall establish the HIR master file in 
a manner compatible with the system 
used for maintaining case records and 
divide the HIR master file into active 
and inactive HIR’s. The HIR master 
file shall contain all the information 
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needed to identify certified house- 
holds, issue ATP’s, record the partici- 
pation activity for each household and 
supply all information necessary to 
fulfill the reporting requirements of 
FNS. : 

(2) The HIR master file shall be 
kept current and accurate. HIR’s will 
be updated, or terminated based upon 
notices of change and controls for ex- 
pired certification periods. 

(3) Before establishing an HIR fora 
participant household, the State 
agency shall check the HIR master 
file to insure that the household is not 
currently participating or disqualified. 
If the ATP is issued under the expe- 
dited service requirements of § 273.2¢i), 
the State agency shall complete as 
much of the HIR master file check as 
possible prior to issuance of the ATP. 
Any uncompleted checks shall be com- 
pleted after issuance of the ATP and 
appropriate corrective action shall be 
taken. 

(e) ATP issuance. (1) ATP’s issued 

by the State agency shall contain at a 
minimum: (i) Serial number; (ii): case 
name, address, and food stamp case 
number; 
- (iii) coupon allotment household; 
(iv) expiration date; (v) project area 
for which that ATP is issued; and (vi) 
space for the signature of the house- 
hold member or the authorized repre- 
sentative. 

(2) The State agency may stagger 
the issuance of ATP’s to certified 


households through the 15th day of 


the month provided that each house- 
hold’s cycle shall be established so 
that it receives its ATP at the same 
time every month and it has an oppor- 
tunity to obtain its coupons prior to 
the end of the month. 

(3) The State agency shall clearly 
mark each ATP with an expiration 
date. The ATP shall be valid for the 
entire month of issuance unless an 
ATP has been issued after the 25th 
day of the month. For ATP’s issued 
after the 25th of the month, the State 
agency must either: 

(i) Issue an ATP which shall not 
expire for a period of not less than 20 
calendar days or until the end of the 
following month; or 

(ii) Issue an ATP valid only until the 
end of the month, but inform the 
household that a valid replacement 
ATP will be provided if the household 
is unable to transact the ATP before 
its expiration date. 

(4) The State agency shall void‘ all 
ATP’s mutilated or otherwise rejected 
during the preparation process. The 
voided ATP’s shall either be filed for 
audit purposes or destroyed, provided 
destruction is witnessed by at least 
two persons and the State agency 
maintains a list of all destroyed ATP’s. 

(5) The State agency shall mail the 
ATP to the household in a first class, 
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nonforwarding envelope, except when 
the ATP is hand delivered under expe- 
dited service as specified in paragraph 
(g) of this section. The State agency 
may also use certified mail for ATP 
delivery, and may use alternative 
means for ATP delivery for house- 
holds which report two consecutive 
losses of ATP’s through the mail. 

(6) The Siate agency shall exercise 
the following security and controls for 
ATP’s returned as undeliverable by 
the Postal Service: 

(i) Record the ATP serial number, 
household name, and case number in a 
control log. 

(ii) Keep the returned ATP’s in 
secure storage with access limited to 
authorized personnel while attempts 
are made to locate the household. 
State agencies may void ATP’s re- 
turned as undeliverabie so long as 
households which report nondelivery 
can be provided immediate replace- 
ment ATP’s. 

(7) The State agency shall develop a 
method by which a household may 
designate an emergency authorized 
representative to obtain the house- 
hold’s allotment with a particular 
ATP. At a minimum, the method de- 
veloped by the State agency shall re- 
quire a space for the signature of the 
emergency authorized representative, 
and a space for a household member 
already named on the ID card to sign 
designating and attesting to the signa- 
ture of the emergency authorized rep- 
resentative. Spaces for the designation 
of an emergency authorized represent- 
ative may be on the ATP or the ID 
card (front or back) or on a separate 
form; however, the household shall 
not be required to travel to a food 
stamp office to execute the designa- 
tion. Control comparable to that of a 
normal issuance transaction is 
achieved by the comparison of the sig- 
nature of the household member 
named on the ID card with that desig- 
nating the emergency authorized rep- 
resentative, and the signature on the 
ATP at the issuance point with the 
emergency authorized representative’s 
signature attested to by the household 
member. A separate written designa- 
tion is needed each time an emergency 
authorized representative is used. 

(8) Prior to coupon issuance, ‘the 
cashier shall ask the person requesting 
food stamps for identification as the 
certified participant, authorized repre- 
sentative or emergency representative. 
This person shall present to the cash- 
ier both the food stamp ID card and 
ATP. The cashier shall examine the 
ATP for authenticity, alteration, and 
date of expiration. If the ATP is valid 
the person requesting food stamps 
shall sign the ATP in the presence of 
the cashier. The cashier shall compare 
the signature on the ATP with the sig- 
nature on the ID card. In cases where 
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an emergency representative obtains 
the coupons, the signature, and identi- 
fication check shall be governed by 
local agency policy as provided in 
paragraph (e)(7) of this section. If the 
person requesting coupons has already 
signed the ATP, the person shall be 
required to sign a separate piece of 
paper for signature comparison. If the 
signatures agree, coupons shail be 
issued in accordance with paragraph 
(h) of this section. 

(9) The State agency shall clearly 
differentiate between initial, supple- 
mental, and replacement ATP is- 
suances in its accountability system. 

(10) The coupon issuer shall recon- 
cile its issuance on a daily basis. 

(11) The State agency shall provide 
for the issuance of coupon replace- 
ments due to improper manufacture 
or mutilation. 

(i) The State agency shall examine 
the improperly manufactured or muti- 
lated coupons to determine the valid- 
ity of the claim and the amount of 
coupons to be replaced. 

(ii) If the State agency can deter- 
mine the value of the improperly man- 
ufactured or mutilated coupons, the 
State agency shall replace the unusa- 
ble coupons on a dollar-for-dollar ex- 
change. After exchange, the State 
agency shall destroy the coupons in 
accordance with the procedures con- 
tained in § 274.8(b). . 

(iii) If the State agency cannot de- 
termine the value of the improperly 
manufactured or mutilated coupons, 
the State agency shall cancel the cou- 
pons by writing or stamping ‘“can- 
celed’”’ across the face of the coupons 
and forwarding the coupons to FNS 
for a determination of the value by 
the U.S. Bureau of Engraving and 
Printing. 

(f) HIR card issuance system. In an 
HIR card issuance system, the State 
agency shall divide the issuance re- 
sponsibilities among a _ receptionist, 
cashier, and supervisor. 

(1) The receptionist shall maintain a 
separate daily tally sheet in duplicate 
for each cashier in the issuance unit to 
record the individual daily issuance 
transactions. 

(2) The issuance supervisor shall ini- 
tiate and distribute daily, or as appro- 
priate, a cashier’s daily report for each 
cashier to account for coupons issued. 

(3) The receptionist shall check the 
ID card of the person wishing to 
obtain coupons against the HIR card 
from the HIR master file. An emer- 
gency representative may be needed 
when none of the persons named on 
the ID is available to obtain the 
household’s coupons. The household 
shall not be required to travel to the 
food stamp office to execute the desig- 
nation but an emergency representa- 
tive must present a signed written 
statement from the head of the house- 
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hold or spouse authorizing the issu- 
ance of food stamps for the certified 
household. The emergency representa- 
tive must also sign the written state- 
ment from the household ID card to 
obtain the allotment. Control compa- 
rable to that of a normal issuance 
transaction is achieved by the com- 
parison of the signature of the house- 
hold member named on the ID card 
with that designating the emergency 
authorized representative, and the sig- 
nature on the HIR at the issuance 
point with the emergency authorized 
representative’s signature attested to 
by the household member. If satisfied 
with the identification, the reception- 
ist shall select the daily tally sheet of 
the cashier from whom the household 
will receive the allotment, enter infor- 
mation about the transaction, and ini- 
tial the HIR card before it goes to the 
cashier. 

(4) Upon receipt of the HIR card 
from the receptionist, the cashier 
shall enter the amount of coupons 
issued and initial the HIR card. The 
cashier shall also obtain the partici- 
pant’s signature on the HIR card and 
compare the signature with that on 
the ID card. If the signatures agree, 
the cashier shall issue coupons in ac- 
cordance with paragraph (h) of this 
section. 

(5) The coupon issuer shall reconcile 
daily its issuances using the daily tally 
sheet and the cashier’s daily report. 

(6) The State agency may stagger 
the issuance of coupons to certified 
households through the 15th of the 
month. ’ 

(7) The State agency shall provide a 
household certified for program par- 
ticipation after the 25th of the month 
the opportunity to obtain its allot- 
ment for at least 20 calendar days or 
until the end of the following month. 

(8) The State agency shall provide 
for the issuance of coupon replace- 
ments due to improper manufacture, 
or mutilation. 

(i) The State agency shall examine 
the improperly manufactured or muti- 
lated coupons to determine the valid- 
ity of the claim and the amount of 
coupons to be replaced. 

(ii) If the State agency can deter- 
mine the value of the improperly man- 
ufactured or mutiliated coupons, the 
State agency shall replace the unusa- 
ble coupons on a dollar-for-dollar ex- 
change. After the exchange, the State 
agency shall destroy the coupons in 
accordance with the procedures con- 
tained in § 274.8(b). 

(iii) If the State agency cannot de- 
termine the value of the improperly 
manufactured or mutilated coupons, 
the State agency shall cancel the cou- 
pons by writing or stamping ‘“can- 
celed” across the face of the coupons 
and forward the coupons to FNS for a 
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determination of the value by the U.S. 
Bureau of Engraving and Printing. 

(g) Expedited service. (1) The State 
agency shall manually prepare and 
issue ATP’s at the local level if neces- 
sary to provide an opportunity to par- 
ticipate to households certified on an 
expedited basis in accordance with 
§ 273.2(i), to comply with the process- 
ing standards for initial and recertifi- 
cations and for action on reported 
changes, and to replace lost or stolen 
ATP’s or allotments. To minimize the 
possibility of misuse of manually pre- 
pared ATP’s, the State agency shall: 

(i) Divide responsibility for the issu- 
ance of the ATP between at least two 
persons to prevent a single individual 
from having complete control over 
both the documents which authorize 
the issuance of ATP’s and the ATP’s 
themselves. 

(ii) Record, immediately, on the HIR 
master file, the serial number and 
other issuance information from the 
ATP. 

(2) For initial certifications, the 
State agency shall prevent duplicate 
or unauthorized participation by 
checking its records prior to issuing 
the manual ATP to assure the house- 
hold is not currently certified for that 
month or is not disqualified from par- 
ticipation. 

(3) The State agency shall issue an 
emergency replacement ATP only if 
the original ATP is reported lost or 
stolen in the period for which it was 
intended. 

(i) Prior to authorizing the issuance 
of a replacement ATP, the State 
agency shall determine if: 

(A) The household is currently certi- 
fied; 

(B) Sufficient time has elapsed for 
delivery to have been completed. Suf- 
ficient time shall not exceed 5 days 
from the mailing date. 

(C) The lost or stolen ATP was valid 
for the current month, including any 
ATP’s issued after the 25th of the pre- 
vious month. 

(ii) The participant must sign an af- 
fidavit stating that the original ATP 
will be returned to the State agency if 


recovered by the household. The affi-- 


davit shall be filed in the case file. 

(iii) After two consecutive reported 
mail losses by a household, the State 
agency shall consider other means to 
deliver ATP’s to the household. 

(iv) On at least a monthly basis, the 
State agency shall provide a list of all 
ATP’s reported as lost or stolen from 
the mail to the appropriate Postal In- 
spection Service. The State agency 
should assist the Postal Inspection 
Service during the investigation and 
shall, upon request, supply the Service 
with a facsimile of the original and re- 
placement ATP’s and a copy of the 
nonreceipt affidavit. The State agency 


shall advise the Service if the original 
ATP is transacted. 

(4) In an HIR card system, the State 
agency shall provide an opportunity to 
participate to households certified on 
an expedited basis in accordance with 
§ 273.2(i), to comply with processing 
standards for initial and recertifica- 
tions and for action on reported 
changes. 

(h) Issuance of coupons to house- 
holds. The State agency shall issue 
coupon books in accordance with a 
table for coupon book issuance pro- 
vided by FNS. The table provides par- 
ticipants with an efficient and eco- 
nomical distribution of the available 
coupons and coupon book types and 
assists FNS in maintaining proper in- 
ventory levels. The State agency may 
deviate from the table if the specified 
coupon books are unavailable. Excep- 
tions from the table are authorized for 
blind and visually handicapped partici- 
pants who request that all coupons be 
of one denomination. The State 
agency shall issue the coupon books in 
consecutive serial number order when- 
ever possible, starting with the lowest 
serial number in each coupon book de- 
nomination. The household member 
whose name appears on the ID card 
shall sign the coupon books. 


§ 274.3 Issuance of coupons through the 
mail. 


(a) Types of mail issuance systems. 
The State agency may issue some or 
all of the coupon allotments through 
the mail. State agencies shall deter- 
mine whether to use a regular mail is- 
suance system or a direct coupon mail- 
ing system. A regular mail issuance 
system is one which uses an authoriza- 
tion document as an intermediate step 
in mail issuance. A direct coupon mail- 
ing system is one which does not use 
an authorization document. The 
system, controls and forms designed 
by the State agency to operate a regu- 
lar or direct coupon mail issuance 
system must be approved by FNS. 

(b) Mail issuance controls and rec- - 
ords. (1) The State agency shall estab- 
lish and maintain a mail issuance log 
to record requests for mail issuance 
and the date and amount of coupons 
issued. 

(2) All operations involving the 
maintenance of coupon inventory rec- 
ords, assembly of coupon allotments, 
envelope stuffing, and preparation of 
envelopes for mailing shall, if at all 
possible, be performed by at least two 
persons. If these functions are per- 
formed by one person, a second party 
review shall be made to verify coupon 
inventory, the reconciliation of the 
mail issuance log, and the number of 
mailings prepared. Offices using pres- 
tuffing methods must provide for dual 
accountability during the stuffing and 
addressing operations and maintain a 
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perpetual coupon inventory control 
and mail issuance logs. 

(3) The State agency shall establish 
controls which prevent a participant 
from obtaining coupons through both 
the mail and over-the-counter issuance 
systems. 

(4) The State agency shall consult 
with appropriate postal officials con- 
cerning the schedule for mailing cou- 
pons, the approximate volume and 
value of the mailings, the type of en- 
velopes to be used, and maintain lai- 
son with postal officials to facilitate 
. prompt, efficient, and safe delivery of 
coupon mailings to households. 

(5) At least first-class mail shall be 
used in mailing coupon allotments. 
The coupons shali be mailed in sturdy 
nonforwarding envelopes or other 
nonforwarding mailing packages. 

(6) To minimize mail theft exposure, 
direct mail issuances shall be stag- 
gered through the 10th day of the 
month, and may be staggered through 
the 15th day provided that each 
household will likely receive its cou- 
pons on the same date every month. 
The State agency shall insure that 
coupons are not mailed to concentra- 
tions of households with the same ZIP 
code on the same day. FNS may pro- 
vide waivers to State agencies that 
present adequate documentation to in- 
dicate that thefts from the mail will 
not represent a significant problem. 

(7) State agencies which rely exclu- 
sively on mail issuance shall insure 
that participants receive allotments on 
a timely basis and can receive expedit- 
ed issuance in accordance with 
§ 273.2(i) and § 274.2(g). State agencies 
must also provide timely replacement 
issuances either from the mailing 
center or local facilities. If the State 
agency cannot provide for expedited 
issuance through the mail issuance 
system, the State agency shall insure 
that it has an alternative issuance 
system to provide expedited service in 
accordance with § 273.2(i) and 
§ 274.2(¢g). 

(c) Coupons lost in the mail. (1) 
When a household reports the nonde- 
livery of coupons issued through the 
mail, the State agency shall: 

(i) Determine if the coupons were ac- 
tually mailed; 

(ii) Determine that sufficient time 
has elapsed for the coupons to have 
been received by the participant, but 
not more than 5 days; 

(iii) Review the mail issuance log for 
the return of undelivered coupons; 

(iv) Report all losses to the postal 
authorities. State agencies shail, in co- 
operation with the Postal Service, at- 
tempt to determine the cause of each 
nondelivery and effect appropriate 
corrective action. States shall also 
report to the postal authorities all pat- 
terns of losses in particular prpject 
areas or neighborhoods; 
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(v) Prepare and have the participant 
sign an affidavit; 

(vi) Issue replacement coupons to 
the household within 5 days after the 
report of nondelivery has been re- 
ceived; 

(vii) Record the report of nondeli- 
very and the date of replacement on 
the mail issuance log; and 

(viii) Take other action warranted by 
the reported nondelivery. 

(2) After two consecutive reports of 
nondelivery concerning the same 
household, the State agency shall 
employ other issuance methods. These 
include: 

(i) Using registered mail; 

(ii) Arranging for the household to 
pick up its coupon allotment at a spec- 
ified location; or 

(iii) Moving the household from the 
mail issuance system to a regular over- 
the-counter system. 

(3) If there is an increase in the loss 
of coupons issued through the mail, 
either in a particular area or through- 
out the mail issuance caseload, the 
State agency shall take corrective 
action to reduce the financial ioss rate 
and improve service to participants. 
The State agency shall consult with 
appropriate postal officials to develop 
plans for corrective action to reduce 
mail losses or develop alternate means 
of delivery. 

(4) Coupons are “in the mail” when 
deposited with the Postal Service. FNS 
will assume financial liability for all 
coupons lost in the mail if the coupons 
were issued in accordance with FNS 
policies and procedures. 

(d) Mail issuance reporting on the 
food coupon accountability report. (1) 
All mail issuance activity, including 
the value of coupon mail issuance re- 
placements, shall be reported on the 
form FNS-250, food coupon account- 
ability report. 

(2) Original allotments subsequently 
recovered by the issuance office 
during the current month shall be re- 
turned to inventory and noted on the 
mail issuance log. The replacement is- 
suance for allotments received during 
the current month shall not be report- 
ed on the form FNS-250. The coupon 
issuer shall notify the post office of 
the return of coupon allotments previ- 
ously reported as lost in the mail. 


§ 274.4 Distribution of coupons. 


(a) Coupon inventory management. 
The State agency shall establish a 
coupon inventory management system 
which insures that coupons are requi- 
sitioned and inventories are main- 
tained in accordance with the require- 
ments of these regulations. 

(1) The State agency shall monitor 
the coupon inventories of the coupon 
issuers and bulk storage points to 
insure inventories are at proper levels 
and are not in excess of the reasonable 
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needs of coupon issuers. The State 
agency shall consider, among other 
things, in determining the reasonable 
inventory needs, the ease and feasibil- 
ity of resupplying such inventories 
from storage supplies within the State 
as well as from the manufacturer. The 
inventory levels at coupon issuers and _ 
bulk storage points should not exceed 
a 6-month supply, taking into account 
coupons on hand and on order. 

(2) The State agency shall establish 
an accounting system for monitoring 
the inventory activities of coupon issu- 
ers. The State agency shall review the 
form FNS-250, from coupon issuers, 
and bulk storage points, to determine 
the propriety and reasonableness of 
the inventories. Forms FNS-261, ad- 
vices of shipment, form FNS-300, ad- 
vices of transfer, or an approved State 
agency form, and reports of returned 
mail issued coupons, reports of re- 
placements of mail issued coupons, re- 
ports of improperly manufactured or 
mutilated coupons, reports of shortage 
or overage of food coupon books and 
physical inventory controls shall be 
used by the State agency to assure the 
accuracy of monthly reports and their 
compliance with required inventory 
leveis and the accuracy and reason- 
ableness of coupon orders. 

(b) Coupon controls. The State 
agency shail establish control and se- 
curity procedures to safeguard cou- 
pons, similar to those used to protect 
currency. The State agency and all 
persons or organizations acting on its 
behalf, shall take the necessary pre- 
cautions to: (1) Safeguard coupons 
from theft, embezzlement, loss, 
damage, or destruction; (2) avoid un- 
authorized transfer, negotiation, or 
use of coupons; (3) avoid issuance and 
transfer of altered or counterfeit cou- 
pons; and (4) promptly report in writ- 
ing to FNS any loss, theft, or embez- 
zlement of coupons. The exact nature 
of security arrangements will depend 
on State agency evaluation of local 
coupon issuance and storage facilities. 
These arrangements must permit the 
timely issuance of coupons while af- 
fording a reasonable degree of coupon 
security. 

(c) State coupon requisitioning. The 
State agency shall arrange for the or- 
dering of coupons and the prompt ver- 
ification and written acceptance of the 
contents of each coupon shipment. 
The State agency shall furnish FNS 
with appropriate delivery hours and 
the names of the persons authorized 
to sign delivery acknowledgments. 

(d) FNS review of requisitions. FNS 
will assess the reasonableness and pro- 
priety of food stamp requisitions sub- 
mitted by State agencies based on 
prior inventory changes and will 
notify the State agency of any adjust- 
ments made to requisitions. 
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(e) FNS shipment of coupons. FNS 
will ship coupons, printed in such de- 
nominations as it may determine nec- 
essary, directly to State agency desig- 
nated receiving points. FNS will 
promptly advise the State agency in 
writing when coupons are shipped to 
receiving points using form FNS-261. 
Coupons shall be considered delivered 
to the State agency when FNS or its 
carrier has a signed receipt. 

(f) Shipment of coupons by the State 
agency. (1) Once coupons have been 
accepted by receiving points within 
the State, any further movement of 
the coupons between coupon issuers 
and bulk storage points within the 
State is at the risk of the State 
agency. To minimize the risk of loss, 
coupons are usually shipped by ar- 
mored car, armored vehicle, armored 
tractor/trailer, air, or the Postal Serv- 
ice. Movement of coupons by any of 
these methods of transportation is 
normally appropriate because strin- 
gent security is applied and the risk of 
loss is usually borne by the carrier. 

(2) In every instance when coupons 
are transported the person(s) trans- 
porting coupons shall: 

(i) Acknowledge their receipt, in 
writing; - 

(ii) Accord the coupons much protec- 
tion as is reasonable; 

(iii) Advise issuance supervisors of 
the routes to be taken, the shipment 
departure time and the estimated ar- 
rival time. 

(g) Specimen coupons. FNS will pro- 
vide nonnegotiable specimen coupons 
to State agencies and firms upon writ- 
ten request for the purpose of educat- 
ing and training employees on pro- 
gram operations. 

(1) The State agency or firm shall 
store specimen coupons in secure stor- 
age with access limited to authorized 
personnel. The State agency or firm 
shall keep a perpetual record of speci- 
men coupon inventory. 

(2) Specimen coupons that are muti- 
lated, improperly manufactured, or 
otherwise unusable, shall be destroyed 
by the State agency or firm. Such de- 
struction shall be witnessed by two 
persons and noted on the perpetual in- 
ventory record maintained for speci- 
men coupons. 


§ 274.5 Responsibilities of coupon issuers 
and bulk storage points. 


(a) Receipt of coupons. Coupon issu- 
ers and bulk storage points shall 
promptly verify and acknowledge, in 
writing, the contents of each coupon 
shipment or coupon transfer delivered 
to them and shall be responsible for 
the custody, care, control, and storage 
of coupons. 

(b) Inventory levels. Coupon issuers 
and bulk storage points shall maintain 
@ proper level of coupon inventory not 
in excess of reasonable needs, taking 


RULES AND REGULATIONS 


into consideration the ease and feasi- 
bility of resupplying such coupon in- 
ventories. Such inventory levels 
should not exceed the 6-month supply 
provided for in § 274.4(a). 

(c) Monthly reporting. Coupon issu- 
ers and bulk storage points shall 
report monthly to FNS, through the 
State agency, using form FNS-250. 
The State agency shall prescribe a 
report due date, taking into considera- 
tion the time needed to perform the 
functions required in § 274.8. These re- 
ports shall be signed by the coupon 
issuer or appropriate corporate offi- 
cial, certifying that the information is 
true and correct to the best of that 
person’s knowledge and belief. Reports 
shall be submitted to FNS by the 
State agency by the 45th day follow- 
ing the end of the report month. 

(d) Supporting documentation. 
Coupon issuers and bulk storage 
points shall submit to the State 
agency supporting documentation 
which will allow verification of the 
monthly report. At a minimum, such 
documentation shall include doca- 
ments supporting coupon shipments, 
transfers, and issuances. in those 
States using an ATP issuance system, 
coupon issuers shall submit transacted 
ATP’s batched according to each day’s 
activity, in accordance with the sched- 
ule prescribed by the State agency 
but, in any case, not less often than 
monthly. 

(e) Improperly manufactured or mu- 
tilated coupons. Coupon issuers and 


bulk storage points shall cancel im- ‘ 


properly manufactured or mutilated 
coupons or coupon books by writing or 
stamping “canceled” across the face of 
the coupon(s) and coupon book(s). De- 
pending upon State agency policy, the 
coupon issuer or bulk storage point 
shall forward the coupons with the ap- 
propriate documentation to the State 
agency, or hold the coupons in secure 
storage pending examination and de- 
struction by the State agency at the 
coupon issuer or bulk storage point lo- 
cation. 


§ 274.6 Reconciliation. 


(a) Verification of ATP issuance. (1) 
In ATP issuance systems, the State 
agency shall verify the number of 
transacted ATP’s received from the 
coupon issuers and the total value of 
authorized coupon issuances. 

(2) ATP batches not reconciled shall 
be maintained intact by the State 
agency until the discrepancy is re- 
solved with the coupon issuer. 

(3) Following receipt and verification 
of the final batch of ATP’s for the 
month, the State agency shall deter- 
mine the total value of authorized is- 
suances for each coupon issuer. Any 
expired or out-of-State ATP’s shall be 
handled as coupon issuer errors and 
shall not be reported as authorized is- 


suances on the reconciliation report 
required in § 274.8(a). 

(b) Reconciliation of ATP’s with the 
HIR master file. The State agency 
shall post and reconcile all transacted 
ATP’s against the HIR master file. 
The reconciliation of ATP’s shall be 
accomplished at the level in the State 
agency where the HIR was created 
from the notices of change. This post- 
ing and reconciliation shall, at a mini- 
mum, include for each ATP a compari- 
son of the total coupon allotment. The 
State agency shall merge the records 
of the manually prepared initial, sup- 
plemental, and replacement ATP is- 
suances with the HIR master file prior 
to posting and reconciling the trans- 
acted ATP’s. Because ATP’s issued 
after the 25th of the month may be 
redeemed in the following month and 
because supplemental ATP’s may be 
issued during the month, the State 
agency shall establish a mechanism 
for the redemption and reconciliation 
of more than one valid ATP in 1 
month. However, ATP’s issued to re- 
place ATP’s reported lost or stolen 
shall be separately identifiable, as the 
transaction of both the original and 
replacement ATP represents a dupli- 
cate issuance which must be reported 
on a reconciliation report required in 
§ 274.8(a). 

(c) Identification of unreconciled 
ATP’s. The State agency shall identify 
all transacted ATP’s that are not rec- 
onciled with the HIR master file as ex- 
pired, duplicate, altered, stolen, coun- 
terfeit, or out-of-State. Unreconciled 
ATP’s shall be reported to FNS or a 
reconciliation report as required in 
§ 274.8(a)(5). This identification shall 
be used to establish the liabilities of 
the State agency under part 276 and 
for determination of corrective or 
claims action. 

(d) HIR reconciliation to the case 
files. In an HIR issuance system, the 
State agency shall conduct a semian- 
nual comparison of the active and in- 
active HIR cards against the case files. 
At a minimum, 20 percent of both 
open and closed HIR cards shall be se- 
lected at random for the comparison. 
The State agency may limit selection 
of cases for review to those which 
were active during the previous 6 
months. If the State agency discovers 
an HIR card during the review for 
which a case file cannot be located, 
the State agency shall conduct a total 
review of the active case files. The 
State agency shall immediately docu- 
ment and report any discrepancies dis- 
covered during the semiannual review 
to FNS. 


§ 274.7 Issuance record retention and se- 
curity. 
(a) Availability of issuance records. 
The State agency shall maintain issu- 
ance records for a period of 3 years 
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from the month of origin. This period 
may be extended at the written re- 
quest of FNS. 

(1) Issuance records shall include, at 
a minimum: Notices of change, HIR 
cards, inventory records, transacted 
ATP’s or similiar authorizing docu- 
ments, forms FNS-250, and substanti- 
ating dccuments, cashier’s daily re- 
ports, receptionist’s daily tally sheets, 
and the HIR master file. 

(2) In lieu of the records themselves, 
microfilm, microfiche, or computer 
tapes may be maintained, as long as 
they are easily retrievable for audit 
review purposes. 

(b) Control of issuance documents. 
The State agency shall control all issu- 
ance documents which establish 
household eligibility while the docu- 
ments are transferred and processed 
within the State agency. The State 
agency shall use numbers, batching, 
inventory control logs, or similiar con- 
trols from the point of initial receipt 
through the issuance and reconcili- 
ation process. The State agency shall 
also insure the security and control of 
ATP’s in transit from the manufactur- 
er to the State agency. 2 

(c) Accountable documents. HIR 
cards, ATP’s, and forms FNS-286 shall 
be considered accountable documents. 
The State agency shall provide the fol- 
lowing minimum security and control 
procedures for these documents: 

(1) Preprinted serial numbers; 

(2) Secure storage; ' 

(3) Access limited to authorized per- 
sonnel; 

(4) Bulk inventory control records; 

(5) Subsequent control records main- 
tained through the point of issuance 
or use; and 

(6) Periodic review and validation of 
inventory controls and records by par- 
ties not otherwise involved in main- 
taining control records. 

(d) Notice of change and ID card se- 
curity. For notices of change which 
initiate, update, or terminate the HIR 
and blank ID cards, the State agency 
shall at a minimum, provide secure 
storage and limit access to authorized 
personnel. 


§ 274.8 State agency reporting and de- 
struction of unusable coupons. 


(a) State agency reporting. (1) The 
State agency shall report to FNS when 
a project area, reconciliation point, or 
coupon shipment receiving point is 
created, changed, or terminated at 
least 30 days prior to the effective 
date of the action. A reconciliation 
point is that point in the State agency 
where transacted ATP’s are reconciled 
with the HIR master file. Although 
initial notification may be made by 
telephone, the State agency shall con- 
firm the information in writing as 
soon as possible. 
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(2) The State agency shall review 
form FNS-250 received monthly from 
coupon issuers and bulk storage points 
for accuracy, completeness, and rea- 
sonableness. The State agency shall 
attest to the accuracy of these reports 
and submit them to FNS so that they 
will be received in FNS by the 45th 
day following the end of the report 
month. 

(3) The State agency shall submit to 
FNS a Form FNS-259, Food Stamp 
Mail Issuance Report, for each project 
area using a mail issuance system. the 
State agency shall verify the issuance 
by a comparison with the issuance on 
the appropriate coupon issuer’s form 
FNS-250. This report shall be submit- 
ted to FNS so that it will be received 
in FNS by the 45th day following the 
end of each quarter. 

(4) FNS shall review each form FNS- 
250 submitted through the State 
agency for completeness, accuracy, 
and reasonableness and shall reconcile 
inventory with shipping records. FNS 
will review State agency verification of 
coupon issuer and bulk storage point 
monthly reports. FNS may supple- 
ment this review by unannounced spot 
checks of inventory levels and coupon 
security arrangements at selected 
coupon . issuers and bulk storage 
points. 

(5) [Reserved] 

(6) The State agency shall submit to 
FNS Form FNS-256, Monthly Report 
of Participation and Coupon Issuance, 
for each project area. The State 
agency shall compile figures after the 
end of the issuance month based on 
HIR card data or transacted ATP’s. 
These figures shall be detailed by 
project area and include all issuances 
supported by issuance documents in- 
cluding expired, altered, stolen, coun- 
terfeit, and duplicate issuances which 
occurred during the report month. 
This report shall be submitted to FNS 
so that it will be received in FNS by 
the 45th day following the report 
month. 

(b) Destruction of unusable coupons. 
(1) The State agency shall either re- 
quire coupon issuers and bulk storage 
points to send unusable coupons to the 
State agency for destruction or hold 
the unusable coupons in secure stor- 
age pending examination and destruc- 
tion by the State agency at the coupon 
issuer or bulk storage point location. 
After verification of the reports from 
the coupon issuers and bulk storage 
points, the State agency shall destroy 
improperly manufactured or mutilated 
coupons or coupon books received 
from or stored at the location of the 
coupon issuers and bulk storage 
points, and unusable coupons or 
coupon books returned by households, 
provided that: 

(i) It has been determined that the 
value of coupons does not exceed $200 
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per coupon issuer or bulk storage 
point for any month; and 

(ii) The State agency has deter- 
mined that the coupons were in fact. 
improperly manufactured or mutilat- 
ed. 
(2) The State agency shall destroy 
the coupons and coupon books by 
burning, shredding, tearing, or cutting 
so they are not negotiable. Two State 
agency officials shall witness and cer- 
tify the destruction and forward the 
Form FNS-136, Certificate of Destruc- 
tion of Food Coupons, with the form 
FNS-250. 

(3) If the value of the coupons to be 
destroyed exceeds $200 per coupon 
issuer, the State agency shall request 
FNS approval prior to any destruction 
of the coupons. 

(4) If either the coupon issuer, the 
bulk storage point or the State agency 
cannot determine whether coupons or 
coupon books were in fact improperly 
manufactured or establish the value of 
the coupons involved, the State 
agency shall promptly forward a writ- 
ten statement of findings and the can- 
celed coupon(s) or coupon book(s) to 
FNS for a determination. 


§ 274.9 Closeout of a coupon issuer. 


(a) Definition of responsibilities. 
Whenever the services of a coupon 
issuer or bulk storage point are termi- 
nated, the State agency shall perform 
the responsibilities described below. If 
a coupon issuer or bulk storage point 
has more than one functioning unit 
and one of these facilities is terminat- 
ed, the coupon issuer or bulk storage 
point shall fulfill the responsibilities 
described in paragraphs (b) and (c) of 
this section. The coupon issuer or bulk 
storage point shall notify the State 
agency of the pending termination of 
any of its services prior to the actual 
termination. The State agency shall 
promptly notify FNS. 

(b) Closeout accountability. The 
State agency shall perform a closeout 
audit of a coupon issuer or bulk stor- 
age point within 30 days of termina- 
tion of the issuance or storage point. 
The State agency shall report the 
findings of the audit to FNS immedi- 
ately upon its completion. If the audit 
determines that the final FNS-250 is 
incorrect, the State agency shall 
promptly provide a corrected report to 
FNS. 

(c) Transfer of coupon inventory. (1) 
Prior to the transfer of coupon inven- 
tory to another coupon issuer or bulk 
storage point, the State agency shall 
perform an actual physical count of 
coupons on hand. 

(2) The State agency shall transfer 
the inventory to another coupon 
issuer or bulk storage point preferably 
within the same project area. The 
transfer of coupons shall be properly 
reported and documented by both the 
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point being terminated and the point 
receiving the inventory. 

(d) Maintenance of participant serv- 
ice. (1) At least 30 days before actual 
termination of a coupon issuer, the 
State agency shall notify project area 
participants of the impending closure. 
Notification shall include identifica- 
tion of alternative issuance locations 
and available public transportation. 
The State agency shall post notices at 
the offices of the coupon issuer of the 
impending closure and may use mass 
media or ATP stuffers to advise par- 
ticipants about the expected closure of 
the issuance office. 

(2) If closure of the issuer will affect 
a substantial portion of the caseload 
or a specific geographic area, the State 
agency shall take whatever action is 
necessary to maintain participant serv- 
ice without interruption. 

(3) If a coupon issuer or bulk storage 
point is to be closed for noncompliance 
with contractual requirements and al- 
ternative issuance facilities or systems 
are not readily available, the State 
agency may continue to use the 
coupon issuer or bulk storage point for 
a limited time. In these situations, the 
State agency shall perform weekly 
onsite reconciliations of coupon issu- 
ance. The State agency shall continue 
to actively seek other issuance or stor- 
age alternatives. 


§ 274.10 Use or redemption of coupons by 
eligible households. 


(a) Eligible food. A household 
member should sign each coupon book 
issued to the household. The coupons 
may be used only by the household, or 
other persons the household selects, 
to purchase eligible food for the 
household, which includes, for certain 
households residing in certain desig- 
nated areas of Alaska, the purchase of 
hunting and fishing equipment with 
coupons. Uncanceled and unendorsed 
coupons of $1 denomination, returned 
as change by authorized retail food 
stores, may be presented as payment 
for eligible food. All other detached 
coupons may be accepted only if ac- 
companied by the coupon book which 
bears the same serial number as the 
detached coupons. It is the right of 
the household or the authorized rep- 
resentative to detach the coupons 
from the book. 

(b) Meals-on-wheels. Eligible house- 
hold members 60 years of age or over 
or members who are housebound, 
physically handicapped, or otherwise 
disabled to the extent that they are 
unable to adequately prepare all their 
meals, and their spouses, may use cou- 
pons to purchase meals prepared for 
and delivered to them by a nonprofit 
meal delivery service authorized by 
FNS. 
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(c) Communal dining. Eligible 
household members 60 years of age or 
over and their spouses, or those receiv- 
ing SSI and their spouses, may use 
coupons issued to them to purchase 
meals prepared especially for them at 
communal dining facilities authorized 
by FNS for that purpose. 

(d) Addict/alcoholics. Members of 
eligible households who are narcotics 
addicts or alcoholics and who regular- 
ly participate in a drug or alcoholic 
treatment and rehabilitation program 
may use coupons to purchase food pre- 
pared for them during the course of 
such program by a private nonprofit 
organization or institution authorized 
by FNS. 

(e) Alaskan hunting/fishing equip- 
meni. Eligible households residing in 
areas of Alaska determined by FNS as 
areas where access to retail food stores 
is difficult and who rely substantially 
on hunting and fishing for subsistence 
may use all or any part of the coupons 
issued to them to purchase hunting 
and fishing equipment such as nets, 
hocks, rods, harpoons, and knives, but 
excluding firearms, ammunition, and 
other explosives. 

(f) Use of ID cards. Upon request, 
the household or the authorized rep- 
resentative shall present the house- 
hold’s ID card to the retail food store 
or meal service when exchanging food 
coupons for eligible food. 

(g) Prior payment prohibition. Tou- 
pons shall not be used to pay for any 
eligible food purchased prior to the 
time -at which the coupons are pre- 
sented to authorized retail food stores 
or meal services. Neither shall coupons 
be used to pay for any eligible food in 
advance of the receipt of food, except 
when prior payment is for food pur- 
chased from a nonprofit cooperative 
food purchasing venture. 

th) Cash change. When change in an 
amount less than $1 is required in a 
coupon transaction, the household 
shall receive the change in cash not to 
exceed 99 cents. 


§ 274.11 Return of coupons. 


(a) Refund of purchase requirement. 
In the event of voluntary termination 
of participation in the program by a 
household or death of the head of the 
household, properly issued coupons 
may be returned to FNS for a refund 
on the same ratio of cash to coupons 
as was applied by the State agency in 
the issuance of the coupons to the 
household. 


(bo) Filing refund request. A request 
for a refund shall be submitted to the 
State agency. The request for such a 
refund shall be made in accordance 
with the following requirements: 

(1) It shall. be in ink or typed. 


(2) It shall contain the claimant’s 
address. 

(3) It shall be dated and signed. 

(4) The unused coupons shall be at- 
tached. The State agency shall provide 
a copy of the refund request to the 
household as a receipt for the cou- 
pons. 

(c) FNS payments. State agencies 
shall forward claims to FNS for pay- 
ment. The claimant’s request for a 
refund, a completed Form FNS-287, 
Request for Reimbursement or Notifi- 
cation of Return of Unused Food Cou- 
pons for Refund, and the unused cou- 
pons shall be forwarded to FNS by the 
State agency. 

(d) Limit on refunds. Six months 
after elimination of the purchase re- 
quirement, no refunds shall be paid 
for coupons returned to FNS. Coupons 
will be accepted by FNS for account- 
ing and disposition only. Households 
should be reminded that even if they 
are not currently eligible, properly 
issued coupons may be redeemed by 
them at any time in authorized retail 
stores. 

(e) Old series coupon exchange. 
Households which still have old series 
coupons shall be entitled to a dollar 
for dollar exchange of old series cou- 
pons for new series coupons. When 
only a 50-cent coupon is offered for ex- 
change or the coupons offered include 
an odd number of 50-cent coupons, a 
new series $1 coupon will be given for 
the odd 50-cent coupon. Households in 
possession of old series coupons shall 
submit the coupons and a request for 
exchange to the State agency. State 
agencies may make direct exchange to 
claimants or request FNS to make the 
exchange. 
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Note.—The Food and Nutrition Service 
has determined that this document contains 
a major proposal requiring preparation of 
an economic impact statement under Execu- 
tive Order 11821 and OMB Circular A-107 
and certifies that an economic impact state- 
ment has been prepared. 


(Catalog of Federal Domestic Assistance 
Programs No. 10.551, Food Stamps.) 


Dated: October 11, 1978. 


FROM 


CAROL TUCKER FOREMAN, 
Acting Secretary. 


{FR Doc. 78-29122 Filed 10-16-78; 8:45 am] 
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